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CUSTOMS SIMPLIFICATION ACT OF 1955 


MONDAY, MAY 23, 1955 


Houses or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. ¢ 


The committee met at 10 a. m. in the committee room of the House 
Committee on Ways and Means, the Honorable Jere Cooper (the 
chairman) presiding. 

The Cuairman. The committee will please be in order. 

The committee is meeting this morning to begin public hearings 
on H. R. 6040, the Customs Simplification Act of 1955. I pomp 
this legislation in response to a request received from the administré 
tion. The President in his message to the Congress of January 10, 
1955, on the foreign economic policy of the United States, stated the 
need for legislation which would accomplish the purposes embodied 
in H. R. 6040. My distinguished friend and colleague, the Honorable 
Thomas A. Jenkins, introduced a companion bill, H. R. 6041. 

At this point in the record, I will insert a copy of H. R. 6040, and 
copies of the departmental reports which the committee has received 
on this legislation. 

(The documents referred to follow :) 


LH. R. 6040, 84th Cong., Ist sess.] 


A BILL To amend certain administrative provisions of the Tariff Act of 1930 and to repeal 
obsolete provisions of the customs laws 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Customs 
Simplification Act of 1955” and shall be effective on and after the thirtieth day 
following the date of its enactment. 

Sec. 2. (a) Section 402 of the Tariff Act of 1930, as amended (U.S. ©., 1952 
edition, title 19, sec. 1402), is further amended to read as follows: 

“SEC. 402. VALUE. 
“(a) Basts.—Except as otherwise specifically provided for in this Act, the 
value of imported merchandise for the purposes of this Act shall be— 
(1) the export value, or 
“(2) if the export value cannot be determined satisfactorily, then the 
United States value, or 
“(3) if neither the export value nor the United States value can be 
determined satisfactorily, then the constructed value; 
except that, in the case of an imported article subject to a rate of duty based 
en the American selling price of a domestic article, such value shall be 
(4) the Amerian selling price of such domestic article. 

“(b) Export VaLue.—For the purposes of this section, the export value of 
imported merchandise shall be the price, at the time of exportation to the United 
States of the merchandise undergoing appraisement, at which such or similar 
merchandise is freely sold or, in the absence of sales, offered for sale in the 
principal markets of the country of exportation, in the usual wholesale quantities 
and in the ordinary course of trade, for exportation to the United States, plus, 
when not included in such price, the cost of all containers and coverings of 
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whatever nature and all other expenses incidental to placing the merchandise in 
condition, packed ready for shipment to the United States. 

“(e) Unirep States VaLue.—For the purposes of this section, the United 
States value of imported merchandise shall be the price, at the time of exporta- 
tion to the United States of the merchandise undergoing appraisement, at which 
such or similar merchandise is freely sold or, in the absence of sales, offered 
for sale in the principal market of the United States for domestic consumption, 
packed ready for delivery, in the usual wholesale quantities and in the ordinary 
course of trade, with allowances made for— 

(1) any commission usually paid or agreed to be paid, or the addition 
for profit and general expenses usually made, in connection with sales in 
such market of imported merchandise of the same class or kind as the 
merchandise undergoing appraisement ; 

“(2) the usual costs of transportation and insurance and other usual 
expenses incurred with respect to such or similar merchandise from the 
place of shipment to the place of delivery, not including any expense pro- 
vided for in subdivision (1); and 

“(3) the ordinary customs duties and other Federal taxes currently pay- 
able on such or similar merchandise by reason of its importation, and any 
Federal excise taxes on, or measured by the value of, such or similar mer- 
chandise, for which vendors at wholesale in the United States are ordinarily 
liable. 

“If such or similar merchandise was not so sold or offered at the time of ex- 
portation of the merchandise undergoing appraisement, the United States value 
shall be determined, subject to the foregoing specifications of this subsection, 
from the price at which such or similar merchandise is so sold or offered at the 
earliest date after such time of exportation but before the expiration of ninety 
days after the importation of the merchandise undergoing appraisement. 

“(d) CONSTRUCTED VALUE.—For the purposes of this section, the constructed 
value of imported merchandise shall be the sum of— 

“(1) the cost of materials (exclusive of any internal tax applicable in 
the country of exportation directly to such materials or their disposition, 
but remitted or refunded upon the exportation of the article in the production 
of which such materials are used) and of fabrication or other processing 
of any kind employed in producing such or similar merchandise, at a time 
preceding the date of exportation of the merchandise undergoing appraise- 
ment which would ordinarily permit the production of that particular 
merchandise in the ordinary course of business ; 

“(2) an amount for general expenses and profit equal to that usually 
reflected in sales of merchandise of the same general class or kind as the 
merchandise undergoing appraisement which are made by producers in the 
country of exportation, in the usual wholesale quantites and in the ordinary 
course of trade, for shipment to the United States; and 

““(3) the cost of all containers and coverings of whatever nature, and all 
other expenses incidental to placing the merchandise undergoing appraise- 
ment in condition, packed ready for shipment to the United States. 

“(e) AMERICAN SELLING Price.—For the purposes of this section, the American 
selling price of any article produced in the United States shall be the price, 
including the cost of all containers and coverings of whatever nature and all 
other expenses incidental to placing the article in condition packed ready for 
delivery, at which such article is freely sold or, in the absence of sales, offered 
for sale for domestic consumption in the principal market of the United States, 
in the ordinary course of trade and in the usual wholesale quantities, or the 
price that the manufacturer, producer, or owner would have received or was 
willing to receive for such article when sold for domestic consumption in the 
ordinary course of trade and in the usual wholesale quantities, at the time of 
exportation of the imported article. 

“(f) Derrnirions.—For the purposes of this section— 

“(1) The term ‘freely sold or, in the absence of sales, offered for sale’ 
means sold or, in the absence of sales, offered— 

“(A) to all purchasers at wholesale, or 
“(B) in the ordinary course of trade to one or more selected pur- 
chasers at wholesale at a price which fairly reflects the market value 
of merchandise. 
without restricitons as to the disposition or use of the merchandise by the 
purchaser, except restrictions as to such disposition or use which (i) are im- 
posed or required by law, (ii) limit the price at which or the territory in 
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which the merchandise may be resold, or (iii) do not substantially affect the 
value of the merchandise to usual purchasers at wholesale. 

(2) The term ‘ordinary course of trade’ means the conditions and prac- 
tices which, for a reasonable time prior to the exportation of the mer- 
chandise undergoing appraisement, have been normal in the trade under 
consideration with respect to merchandise of the same class or kind as the 
merchandise undergoing appraisement. 

“(3) The term ‘purchasers at wholesale’ means purchasers who buy in the 
usual wholesale quantities for industrial use or for resale otherwise than 
at retail; or, if there are no such purchasers, then all other purchasers for 
resale who buy in the usual wholesale quantities; or, if there are no pur- 
chasers in either of the foregoing categories, then all other purchasers who 
buy in the usual wholesale quantities. 

“(4) The term ‘such or similar merchandise’ means merchandise in the 
first of the following categories in respect of which export value, United 
States value, or constructed value, as the case may be, can be satisfactorily 
determined : 

“(A) The merchandise undergoing appraisement and other merchan- 
dise which is identical in physical characteristics with, and was pro- 
duced in the same country by the same person as, the merchandise 
undergoing appraisement. 

“(B) Merchandise which is identical in physical characteristics with, 
and was produced by another person in the same country as, the mer- 
chandise undergoing appraisement. 

“(C) Merchandise (i) produced in the same country and by the same 
person as the merchandise undergoing appraisement, (ii) like the 
merchandise undergoing appraisement in component material or ma- 
terials and in the purposes for which used, and (iii) approximately 
equal in commercial value to the merchandise undergoing appraisement. 

“(D) Merchandise which satisfied all the requirements of subdivi- 
sion (C) except that it was produced by another person. 

“(5) The term ‘usual wholesale quantities’, in any case in which the mer- 
chandise in respect of which value is being determined is sold in the market 
under consideration at different prices for different quantities, means the 
quantities in which such merchandise is there sold at the price or prices 
for one quantity in an aggregate volume which is greater than the aggregate 
volume sold at the price or prices for any other quantity. 

“(g) TRANSACTIONS BETWEEN RELATED PERSONS.— 

“(1) For the purposes of subsection (c) (1) or (d), as the case may be, 
a transaction directly or indirectly between persons specified in any one of 
the subdivisions in paragraph (2) of this subsection may be disregarded if, 
in the case of any element of value required to be considered, the amount 
representing that element does not fairly reflect the amount usually reflected 
in sales in the market under consideration of merchandise of the same 
general class or kind as the merchandise undergoing appraisement. If a 
transaction is disregraded under the preceding sentence and there are no 
other transactions available for consideration, then, for the purposes of sub- 
section (d), the determination of the amount required to be considered 
shall be based on the best evidence available as to what the amount would 
have been if the transaction had occurred between persons not specified in 
any one of the subdivisions in paragraph (2). 

“(2) The persons referred to in paragraph ((1) are: 

“(A) Members of a family, including brothers and sisters (whether 
by the whole or half blood, spouse, ancestors, and lineal descendants; 

“(B) Any officer or director of an organization and such organization; 

“(C) Partners; 

“(D) Employer and employee; 

““(E) Any person directly or indirectly owning, controlling, or holding 
with power to vote, 5 per centum or more of the outstanding voting 
stock or shares of any organization and such organization; and 

““(F) Two or more persons directly or indirectly controlling, controlled 
by, or under common control with, any person.” 

(b) Paragraph 27 (c) of the Tariff Act of 1930 (U.S. C., 1952 edition, title 19, 
sec. 1001, par. 27 (c)), is amended by striking out “subdivision (g) of section 
402, title IV” and inserting in lieu thereof “section 402 (e) of this Act” and by 
striking out “subdivision (e) of section 402, title IV” and inserting in lieu 
thereof “section 402 (c) of this Act”. 
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(c) Paragraph 28 (c) of the Tariff Act of 1930 (U. S. C., 1952 edition, title 
19, see. 1001, par. 28 (ec) ), is amended by striking out “subdivision (g) of section 
402, title IV”’ and inserting in lieu thereof “section 402 (e) of this Act” and strik- 
ing out “subdivision (e) of section 402, title IV” and inserting in lieu thereof 
“section 402 (c) of this Act”. 

(d) Section 336 (b) of the Tariff Act of 1930 (U. 8S. C., 1952 edition, title 19, 
sec. 1336 (b)), is amended by striking out “section 402 (g)” and inserting in 
lieu thereof “section 402 (e)’’. 

(e) In any action relating to tariff adjustments by executive action, including 
action taken pursuant to section 350 of the Tariff Act of 1930, as amended, the 
United States Tariff CommiSsion and each officer of the executive branch of the 
Government concerned shall give full consideration to any reduction in the level 
of tariff protection which has resulted or is likely to result from the amendment 
of section 402 of the Tariff Act of 1930 made by this Act. 

Sec. 3. Section 522 (c) of the Tariff Act of 1930 (U. 8S. C., 1952 edition, title 31, 
sec. 372) is amended to read as follows: 

“(c) MARKET RATE WHEN No PROCLAMATION.— 

“(1) If no value has been proclaimed under subsection (a) for the quarter 
in which the merchandise was exported, or if the value so proclaimed varies 
by 5 per centum or more from a value measured by the buying rate at noon 
on the day of exportation, then conversion of the foreign currency involved 
shall be made— 

“(A) at a value measured by such buying rate, or 

“(B) if the Secretary of the Treasury shall by regulation so pre- 
scribe with respect to the particular foreign currency, at a value meas- 
ured by the buying rate first certified under this subsection for a day 
in the quarter in which the day of exportation falls (but only if the 
buying rate at noon on the day of exportation does not vary by 5 per 
centum or more from such first-certified buying rate). 

(2) For the purposes of this subsection, the term ‘buying rate’ means 
the buying rate in the New York market for cable transfers payable in the 
foreign currency so to be converted. Such rate shall be determined by the 
Federal Reserve Bank of New York and certified to the Secretary of the 
Treasury, who shall make it publie at such times and to such extent as he 
deems necessary. In ascertaining such buying rate, the Federal Reserve 

sank of New York may, in its discretion 
“(A) take.into consideration the last ascertainable transactions and 
quotations, whether direct or through exchange of other currencies, and 
“(B) if there is no market buying rate for such cable transfers, 
calculate such rate (i) from actual transactions and quotations in 
demand or time bills of exchange, or (ii) from the last ascertainable 
transactions and quotations outside the United States in or for exchange 
payable in United States currency or other currency. 

“(3) For the purposes of this subsection, if the day of exportation is one 
on which banks are generally closed in New York City, then the buying rate 
at noon on the last preceding business day shall be considered the buying 
rate at noon on the day of exportation.” 

Sec. 4. (a) The following provisions of law are hereby repealed : 

(1) Section 2649, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 12). 

(2) The provisions of law now codified in section 13 of title 19 of the 
United States Code (U.S. C., 1952 edition, title 19, sec. 13). 

(3) Section 2651, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 14). 

(4) Section 2999, Revised Statutes (U. S. C., 1952 edition, title 19, sec. 15). 

(5) Section 2940, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 16). 

(6) Section 2941, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 17). 

(7) Section 2942, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 18). 

(S) Section 2616, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 21). 

(9) Section 2614, Revised States (U. S. C., 1952 edition, title 19, sec. 22). 

(10) Section 2615, Revised Statutes (U. S. C., 1952 edition, title 19, sees. 
23 and 376). 

(11) Section 2617, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 24). 

(12) Section 2611, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 26). 

(13) Section 11 of the Act of February 8, 1875 (U. S. C., 1952 edition, 
title 19, secs. 24 and 27). 

(14) Act of September 24, 1914 (U.S. C., 1952 edition, title 19, sec. 28). 

(15) Section 2627, Revised Statutes (U.S. C., 1952 edition, title 19, see. 40). 

(16) Section 2687, Revised Statutes (U.S. €., 1952 edition, title 19, sec. 53). 
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(17) Section 2646, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 54). 

(18) Section 2647, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 55). 

(19) Section 2944, Revised Statutes (U.S. C., 1952 edition, title 19, see. 56). 

(20) Section 2648, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 57). 

(21) Section 2635, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 59). 

(22) Section 2580, Revised Statutes (U.S. C., 1952 edition, title 19, see. 61). 

(23) Act of December 18, 1890 (U.S. C., 1952 edition, title 19, sec. 62). 

(24) Section 258, Revised Statutes (U.S. C., 1952 edition, title 19, sec. 67). 

(25) Section 2612, Revised Statutes (U. 8S. C., 1952 edition, title 19, see. 
379). 

(26) Seetion 2918, Revised Statutes (U. 8. C., 1952 edition, title 19, sec. 
390). 

(27) Section 13 of the Act of June 22, 1874 (U.S. C., 1952 edition, title 19, 
sec. 494). 

(28) Section 3089, Revised Statutes (U. S. C., 1952 edition, title 19, sec. 
526). 

(29) Section 2763, Revised Statutes (U. S. C., 1952 edition, title 19, sec. 
541). 

(30) Act of February 10, 1913 (U. S. C., 1952 edition, title 19, see. 542). 

(31) Section 3650, Revised Statutes (U. S. C., 1952 edition, title 31, sec. 
549). 

(32) Section 960, Revised Statutes (U. 8S. C., 1952 edition, title 19, sec. 
579). 

(33) So much of section 3689 of the Revised Statutes (U. S. C., 1952 edi- 
tion, title 31, sec. 711 (7)) as reads: “Repayment of excess of deposits for 
unascertained duties, (customs:) To repay to importers the excess of de- 
posits for unascertained duties, or duties or other moneys paid under 
protest.”’. 

(34) So much of section 1 of the Act of September 30, 1890 (26 Stat. 511), 
as reads: “And such clerks and inspectors of customs as the Secretary of 
the Treasury may designate for the purpose shall be authorized to adminis- 
ter oaths, such as deputy collectors of customs are now authorized to ad- 
minister, and no compensation shall be paid or charge made therefor.”. 

(b) The second sentence of subsection (f) of section 500 of the Tariff Act of 
1930 (U. 8. C., 1952 edition, title 19, sec. 1500 (f)) is amended by striking out 
“take the oath,” and by striking out the comma after “duties”. 

(c) Section 583 of the Tariff Act of 1930 (U. S. C., 1952 edition, title 19, sec. 
1585) is amended by striking out ‘the back of”. 


DEPARTMENT OF STATE, 
Washington, May 20, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives. 

DEAR Mr. Cooper: Further reference is made to Mr. Irwin’s letter of May 6, 1955, 
requesting a report on identical bills (H. R. 6040 and H. R. 6041) to amend cer- 
tain administrative provisions of the Tariff Act of 1980 and to repeal obsolete 
provisions of the customs laws. 

The Department of State recommends passage of this legislation. This would 
be an important step in implementing the foreign economic policy of the United 
States as enunciated by the President in his message to Congress of January 
10, 1955. This policy seeks the highest possible level of trade among the coun- 
tries of the free world and the most efficient use of manpower, resources, and 
plants in these countries in order to promote the maximum economic strength 
of the United States and of our allies. 

In his message to Congress of March 30, 1954, the President stated: “The 
problems of tariff classification, of proper valuation of imported articles, and 
of procedures for administering the customs are complex and perplexing. Over 
the years these problems have grown to the point where they now constitute an 
unwarranted and unintended burden on trade.” 

Passage of H. R. 6040 or H. R. 6041 would remove some of these “unwarranted 
and unintended burdens on trade.” The most important single provision of the 
legislation is that section which eliminates “foreign value” as a basis for customs 
valuation and makes other improvements in customs valuation. 

The need for these changes relating to the valuation for customs purposes 
has been impressed upon the United States Government by foreign governments 
in many international forums, as well as in diplomatic discussions over a num- 
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ber of years. Representatives of foreign governments have indicated that un- 
certainty and delays created by United States valuation procedures are one of 
the most important single barriers which their businessmen face in trying to do 
business in the United States. Foreign exporters, as well as American importers, 
have indicated that improvements in valuation procedures are the most impor- 
tant and most needed reform in the whole area of simplification of United States 
customs administration. 

As the world’s greatest trading nation today, it is in the self-interest of the 
United States to remove the burdens on trade imposed by our customs legislation. 
Congressional enactment of H. R. 6040 or H. R. 6041 would be an important step 
in expanding trade, which is necessary for American economic growth as well as 
for the economic strength of our allies in the free world. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
(Signed) Turustron B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


me 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D.C., May 23, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washingion, D. C. 


My DEAR Mr. Cooper: Your committee has requested recommendations on H. 
R. 6040 and H. R. 6041, bills to amend certain administrative provisions of the 
Tariff Act of 1930 and to repeal obsolete provisions of the customs laws. 

This proposed legislation, which is concerned with the administration of the 
customs laws, has little relation to the immediate responsibilities of this De- 
partment. We are of the opinion, however, that it represents improved Govern- 
ment administration and should receive favorable consideration. 

The explanation and analysis of this proposed legislation which appear in the 
Congressional Record of May 10 (p. A-3123) indicate that it is designed to 
carry out in part certain recommendations of the President for the simplification 
of the customs, which were submitted to the Congress in his message of January 
10, 1955, on the foreign economic policy of the United States. We concur in this 
objective and from our examination of these bills we believe this proposed legis- 
lation would constitute an improvement over the present laws on this subject. 

As we are informed that your committee has urgent need for this report, it 
has not been submitted as yet to the Bureau of the Budget for advice concerning 
its relation to the program of the President. This information will be obtained, 
however, as soon as possible, and we shall advise your committee accordingly. 

Sincerely vours, 
(Signed) Frep G. AANDAHI, 
Assistant Secretary of the Interior. 


THE SECRETARY OF COMMERCE, 
Washington, May 23, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: I refer to the letter of May 6 from your committee 
inviting the views and recommendations of the Department of Commerce on H. R. 
6040 and 6041, identical bills to be cited as the “Customs Simplification Act 
of 1955.” We are happy to endorse this proposed legislation, and trust that it 
may receive the approval of the Congress and become law as soon as possible. 

From the viewpoint of the promotion of commerce, our special concern is with 
the first substantive part of the bill, which deals with the basis of customs valua- 
tion. The essential change proposed is the standardization upon export value 
as the primary basis of assessment of ad valorem duties, where ascertainable, and 
the dropping of the present alternative of foreign value. This change was em- 
bodied in bills earlier considered and approved by the Ways and Means Committee 
and by the House of Representatives (H. R. 5877 and 5106, 83d Cong.), which this 
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Department then heartily endorsed. We regard this change as the most impor- 
tant unfinished business in the field of customs simplification. 

The survey conducted by the Treasury during the past year at 8 import 
centers in the United States, involving the recomputation of dutiable value in 
about 20,000 import shipments on the basis of the present and the proposed 
legislation finds that, on the whole and in the great majority of cases, no 
material decreases in either the dutiable value or customs collections are likely 
to result. Moreover, I am pleased to note that in connection with any tariff 
adjustment by execttive action, the bill gives assurance that full consideration 
will be given to any reduction in the level of tariff protection resulting from the 
valuation changes. 

We have been advised by the Bureau of the Budget that they would impose no 
objection to our submission of this report. 

Sincerely yours, 
Water WILLIAMS, 
Acting Secretary of Commerce. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., May 24, 1955. 
Hon. JERE COoopPER, 
Chairman, House Ways and Means Committee. 


DEAR CONGRESSMAN Cooper: This is in reply to a letter of May 6 from Mr. 
Leo H. Irwin, of your office, requesting the views and recommendations of this 
Department on H. R. 6040 and 6041, bills to amend certain administrative provi- 
sions of the Tariff Act of 1980 and to repeal obsolete provisions of the customs 
laws. 

The Department of Agriculture favors passage of this legislation. These bills 
propose to amend certain administrative provisions of the Tariff Act of 1930 
and to repeal obsolete provisions of the customs laws. They would change the 
methods now used to determine the value of imported merchandise for the pur- 
pose of assessing duties. The present law requires the appraiser to use the 
“foreign value” or the “export value” of the merchandise, whichever is higher. If 
neither of these is ascertainable, the “United States value” is to be used, and if 
this is not ascertainable, then the “cost of production.” 

The amendments proposed would eliminate the use of “foreign value,” and 
clarify the three remaining definitions of value. They would also simplify the 
procedures prescribed for converting foreign currency values for customs pur- 
poses, and would repeal a number of obsolete provisions of the Tariff Act. 

The provisions of the bills relating to valuation of imported merchandise are 
of special concern to the Department. We have supported passage of similar 
provisions in earlier bills to amend the customs procedures. The general effect 
of the present proposals we believe will be to reduce the possibility of over- 
valuation of imports, and consequently of assessment of duties at higher levels 
than necessary or intended under the Tariff Act, and to simply the procedures 
for valuation. These measures should help greatly to correct a situation which 
has long been a source of complaint by foreign exporters seeking to market their 
goods in this country. 

This Department has a particular interest in the expansion of foreign trade. 
Aid in various forms or special devices are still necessary to market much of our 
agricultural surplus abroad, and although the overall foreign exchange situation 
has improved, many import restrictions are still maintained against United 
States products because of the shortage of dollars. The amendments proposed 
in H. R. 6040 and 6041 should liberalize our import trade procedures and thus 
make possible increased earnings of dollars by countries which we know can 
absorb more of our agricultural products. 

The Bureau of the Budget advises that from the standpoint of the program 
of the President there is no objection to the submission of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary. 
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UNITep States TARIFF COMMISSION 
WASHINGTON 


Memorandum for the House Ways and Means Committee on H. R. 6040 and 
H. R. 6041, 84th Congress, identical bills to amend certain administrative 
provisions of the Tariff Act of 1930 and to repeal obsolete provisions of the 
customs laws 


H. R. 6040 and H. R. 6041 are identical bills which, if enacted, would amend sec- 
tions 402 and 522 of the Tariff Act of 1930, as amended, and would repeal a num- 
ber of obsolete provisions of the customs laws. The proposed legislation would 
be cited as the “Customs Simplification Act of 1955” and would be effective on 
and after the 30th day following the date of its enactment. Section 402 of the 
tariff act, as amended, relates to the valuation of imported merchandise for 
duty purposes, and section 522 relates to the conversion of currency for customs 
purposes. 

The sections of the bill will be taken up in numerical order in this report. 


SECTION 2. VALUE 


Section 2 of the bills would amend section 402 of the Tariff Act, as amended, 
which, as indicated above, relates to the valuation of imported merchandise for 
duty purposes. The amendments proposed are essentially the same as those 
included in previous bills such as H. R. 6584, 88d Congress, except that the con- 
cept of “comparative value” has been eliminated from the present bills. Two 
new provisions have been added. The first of these (proposed sec. 402 (g)) 
relates to transactions between related persons and will be commented upon 
later in this report. The other new provision is set forth in section 2 (e) of 
the bills and inasmuch as it is of particular interest to the Tariff Commission 
it will be commented upon immediately. 

Section 2 (e) would provide that— 

“In any action relating to tariff adjustments by executive action, including 
action taken pursuant to section 350 of the Tariff Act of 1930, as amended, the 
United States Tariff Commission and each officer of the executive branch of the 
Government concerned shall give full consideration to any reduction in the level 
of tariff protection which has resulted or is likely to result from the amendment 
of section 402 of the Tariff Act of 1930 made by this act.” 

It appears that this provision is primarily concerned with the effect which 
the proposed amendment of section 402 might have on actions connected with 
tariff adjustments under the trade-agreement authority in section 350 of the 
tariff act, as amended, and under the procedures relating to the so-called escape 
clause of trade agreements. The Tariff Commission under sections 3 and 4 of 
the Trade Agreements Extension Act of 1951, as amended, conducts so-called 
peril-point investigations with respect to articles listed for consideration in 
trade-agreement negotiations. This procedure is preventive in nature and is 
designed to forestall the granting of trade-agreement concessions which would 
result in increased imports such as to cause or threaten serious injury to the 
domestic industry involved. The Tariff Commission also conducts investigations 
under section 7 of the said Extension Act, as amended, to determine whether the 
product on which a trade-agreement concession has been granted is, as a result, 
in whole or in part, of the duty or other customs treatment reflecting such con- 
cession, being imported in such increased quantities, either actual or relative, 
as to cause or threaten serious injury to the domestic industry producing the 
or directly competitive products. This latter procedure is remedial in nature 
and is designed to be invoked to correct situations where such serious injury 
or threat thereof follows the granting of tariff concessions in foreign-trade 
agreements. 

Section 2 (e) of the bills anticipates that a reduction in the protective incidence 
of some ad valorem rates of duty may result from the proposed amendments to 
section 402, particularly from the elimination of foreign value as a basis of 
valuation. Section 2 (e) is designed to insure that in the operation of the peril- 
point procedure and the escape-clause procedure the Tariff Commission and 
officers of the executive branch in a given case would take into account any reduc- 
tion in the protective incidence of a particular tariff rate resulting from the 
amendment of section 402. Whether or not section 2 (e) is enacted, the Tariff 
Commission would give attention in its peril-point and escape-clause proceedings 
to changes in tariff levels resulting from the amendment to section 402. In 
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escape-clause proceedings, the Commission must take into consideration the 
effect on imports of the “duty or other customs treatment reflecting * * * [the 
trade-agreement] concession.” Inasmuch as the customs treatment of goods 
dutiable on an ad valorem basis is a composite of value and rate, it follows 
that the value of the goods must be taken into account. 

Under the existing provisions of section 402 of the Tariff Act of 1930, the pri- 
mary basis of valuation of imported merchandise is the foreign value or the ex- 
port value, whichever is higher. Alternative valuation bases provided in existing 
provisions are, in the order of their applicability, United States value and cost 
of production. In certain specific cases, imported goods are valued on the basis 
of American selling price. 

The essential proposal in section 2 of H. R. 6040 and H. R. 6041 is to elimi- 
nate foreign value as a method of customs valuation. In other words export 
value would become the sole primary basis of valuation, and, if that could not be 
determined, the first alternative basis would be United States value, and, if 
that could not be determined, the second and last alternative would be cost of 
production. 

In addition to the foregoing proposals, section 2 redefines “export value,” 
“United States value,” “cost of production” (redesignated “constructed value’), 
and “American selling price,” and provides for statutory definitions of various 
key phrases used in the several definitions of valuation methods. 

Practically throughout the history of United States customs valuation, the 
primary basis of assessing ad valorem duties has been the foreign value, i. e., the 
domestic market value of the imported merchandise in the principal market of 
the country of exportation. At the beginning it was the only basis, but in the 
course of time the determination of the foreign value of imported merchaniise 
was found to be not always possible because of the technical definitions given 
to, and limitations placed on, this basis of valuation by the various statutes 
and by innumerable judicial decisions. As a result of this, an alternative basis, 
viz, cost of production, was recommended by a former Tariff Commission in 1882. 
This basis was adopted in the Tariff Act of 1883 in a relatively simple form and 
was later developed until it assumed the form in which it now appears in section 
402 (f) of the tariff act. This method of valuation has for its purpose the 
construction of a value aimed at arriving at the equivalent to foreign value, but 
in actual administration this purpose has not been accomplished. Because of 
fixed percentage elements for general expenses and profit, the application of this 
method of valuation frequently results in a higher value for customs purposes 
than the value which would result from a determination on the basis of foreign 
value. 

In 1897 another alternative method of valuation was introduced which became 
known as United States value. This methed of valuation was also the result 
of the need for providing ways and means for customs appraisers to determine 
value for duty purposes where foreign value was not ascertainable and to avoid, 
if possible, resort to the very difficult cost-of-production method of valuation. 
This method of valuation—not to be confused with domestic or home valua- 
tion—aims at building up a value as nearly equivalent to foreign value as 
possible by taking the United States wholesale price of the imported merchan- 
dise with certain deductions for duties, transportation, ete. This method of 
valuation has also failed to produce the result originally intended because of the 
arbitrary percentages of deductions allowed for commissions, profit, ete. 

“Export value,” as it now appears in the valuation statute, was first introduced 
into the valuation scheme in 1921 for the purpose of meeting the problem exist- 
ing at that time of widespread inflation of foreign currencies. During the con- 
sideration of the emergency tariff legislation in 1920 and 1921, the subject of 
devalued foreign currencies was one of the chief problems receiving congressional 
attention. The result was that in the Emergency Tariff Act of 1921 an export 
value was defined, and it was provided that the dutiable value of imported mer- 
chandise shall be the “actual market value” as then defined by law (foreign 
value) or the “export value” as defined in the Emergency Tariff Act, “whichever 
is higher.” In the Tariff Acts of 1922 and 1930 this scheme was continued so 
that since 1921 the primary basis of assessing ad valorem duties has been the 
“foreign” or “export” value, whichever is higher, with the other methods of 
valuation (“United States value” and “cost of production”) to be utilized suc- 
cessively when neither the “foreign” or “export” value could be ascertained. 

The essential difference between “foreign value” and “export value” is that 
in the case of the former only sales for domestic consumption in the country of 
exportation are considered, while in the case of export value consideration is 
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confined to sales for exportation to the United States. In most cases in recent 
years the most important difference found to exist was the difference attributable 
to the inclusion of internal taxes in the foreign value. The possibility of elimi- 
nating foreign value as a primary basis of customs valuation has occupied the 
attention of Government experts for a number of years. The administration 
of this basis of valuation has been difficult and a source of dissatisfaction to 
administrators and to importers, and a source of annoyance to foreign countries. 
The difficulty of establishing the true foreign value of imported merchandise is 
largely attributable to two factors, namely, the restrictive interpretation given 
by the courts to the statutory definition of this mehod of valuation, and the need 
in many cases for foreign investigations to ascertain the facts. Often customs 
appraisements are withheld for many months and sometimes years awaiting the 
results of a foreign investigation, with considerable cost to the Government as 
well as considerable annoyance and pecuniary loss to the importing trade. 

Proposals for substitution of “export value” as the sole primary basis of valu- 
ation have been under study by the various Government agencies concerned for 
a considerable time. The concensus of the experts in this field is that the elimi- 
nation of foreign value and the substitution of export value as the primary basis 
of customs valuation would greatly expedite the appraisement of imported mer- 
chandise, without causing substantial loss of revenue to the Government, partic- 
ularly if the reduced cost of administration is taken into account. (The Com- 
mission itself has made no estimate of the possible loss of revenue to the Gov- 
ernment or of the possible reduction in the cost of administration.) It is be- 
lieved that the substitution of “export value” for “foreign value” would as a rule 
be more favorable to importers, but that the reduction in dutiable value and 
duties collected which would result from the elimination of foreign value as a 
primary basis of valuation would in most instances be small. 

The principle advantage of adopting export value as the sole primary basis 
of valuation would be to eliminate the necessity for customs appraisers to make 
parallel investigations of export and foreign values to determine which is higher. 
Moreover, with export value as the primary basis, the need for foreign investi- 
gations would be reduced and this would greatly expedite customs appraisements. 
Usually all the information necessary to determine export value would be found 
in the United States, and where a foreign investigation might be necessary it 
would be much simpler, since the spread of selling prices in sales for export is 
usually narrower than the spread of prices in sales for home consumption. 

Subsection (b) of the proposed new version of section 402 of the tariff act is a 
definition of “export value” which follows substantially the definition of that 
method of valuation in the existing section 402 (d) of the tariff act. The phrase 
in the present definition of “export value” “at which such or similar merchandise 
is freely offered for sale” is changed to read “at which such or similar merchan- 
dise is freely sold or, in the absence of sales, offered for sale.” Although the 
present statute does not refer to actual sales, it is interpreted as permitting 
such sales to be considered in determining dutiable value. Thus, the proposed 
new language would not involve substantive changes in the valuation basis, 
but would merely make explicit in the statute that actual sales as well as offers 
for sale might be considered in determining dutiable value. 

The definition of ‘United States value” in subparagraph (c) of the proposed 
new version of section 402 also follows the existing definition in section 402 (e) 
of the tariff act, but with certain changes. The language “sold or, in the 
absence of sales,” is inserted in the definition for the same reasons that this 
language is inserted in the definition of “export value.’ The present law arbi- 
trarily limits the percentages to be deducted for commissions (6 percent), 
profits (8 percent), and for general expense (8 percent). The new version 
provides for the following allowances: (1) Any commission usually paid 
or agreed to be paid or the addition for profit and general expenses usually 
made in the principal market of the United States on imported merchandise of 
the same class or kind as the merchandise undergoing appraisement, (2) the 
usual costs of transportation and insurance, and other usual expenses incurred 
with respect to such or similar merchandise from the place of shipment to the 
place of delivery, and (3) in addition to the present allowance for duty an allow- 
ance for other Federal taxes as well. The allowance for Federal taxes is 
designed to overcome a decision of the Court of Customs and Patent Appeals 
holding in effect that in determining United States value there is no authority 
for deducting the amount of a Federal tax for which vendors in the United 
States are ordinarily liable. The exclusion of the Federal taxes would, of course, 
reduce the amount of duty collectible by reducing the dutiable value. 
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“Constructed value,” which is set forth in section (d) of the proposed new 
version of section 402, is a revision of the present section 402 (f) of the tariff 
act defining “cost of production.” The name of this method of valuation is 
properly changed to ’constructed value” because this method of valuation is not 
simply a matter of cost of production; rather, it is a method of valuation which 
has for its purpose the construction of a dutiable value by beginning with the 
cost of materials and manufacturing processes and building up the nearest 
equivalent of what the dutiable value would be if the primary basis of valuation 
were ascerta‘nable. The cost of materials would not include any internal tax 
which was remitted or refunded upon exportation of the article produced from 
the materials subject to such a tax. 

The unrealistic arbitrary percentages for general expenses (not less than 
10 percent of the cost of materials and fabrication of the article), and profit (not 
less than 8 percent of the sum of the cost of materials and fabrication and of 
the usual general expenses), are abandoned and the usual general expenses and 
the usual profit with respect to the merchandise of the kind undergoing 
appraisement are substituted. This, of course, would involve investigation to 
determine what would be usual in each instance. 

The definition of “American selling price” in subparagraph (e) of the pro- 
posed new version of section 402 follows the existing definition in section 402 
(g) of the tariff act, but with certain changes. The language “sold or, in the 
absence of sales” is inserted before “offered for sale’ in the definition for the 
same reasons that it is inserted in the definitions of “export value” and “United 
States value.” The language “to all purchasers” now appearing in section 402 
(g) is omitted for reasons discussed below in connection with the term “pur- 
chasers at wholesale,” a definition of which is given in the proposed section 
402 (f) (3). 

Subsection (f) of the proposed new version of section 402 is a new provision 
defining certain significant phrases used in the various definitions of valuation 
which have been the subject of a century of litigation. The first and second 
definitions can be treated together and are designed to overcome the controlled- 
market doctrine developed by the customs courts, which has had the effect of 
precluding the use of the primary method of valuation in a great number of 
cases. As interpreted by the courts, our valuation laws have failed to keep 
abreast of the developments of modern commerce. It was held that the terms 
“freely offered for sale” and “ordinary course of trade” preclude the considera- 
tion of sales and offers for sale which were accompanied by various restrictions 
on the use or disposition of the goods undergoing sale. The definitions in clauses 
(1) and (2) of subsection (f) recognize accepted modern-day conditions and 
practices in commerce and will greatly increase the opportunity for use of the 
primary method of valuation in determining dutiable value of imported merchan- 
dise. 

“Purchasers at wholesale,” defined in clause (3) of subsection 402 (f), as set 
forth in the bill, is a term, used in clause (1) of that subsection and is defined 
as “purchasers who buy in the usual wholesale quantities for industrial use or 
for resale otherwise than at retail; or, if there are no such purchasers, then 
all other purchasers for resale who buy in the usual wholesale quantities; or, 
if there are no purchasers in either of the foregoing categories, then all other 
purchasers who buy in the usual wholesale quantities.” The term “all pur- 
chasers” in the present statute has been interpreted as meaning “all” in a sweep- 
ing literal sense. These words have caused considerable trouble in administering 
the valuation statute and the meaning ascribed to them by the courts does not 
comport with actual conditions under which a large part of the commerce of 
the world is conducted. The construction placed on the term “all purchasers” 
by the courts has caused a departure from the concept of tariff valuation of the 
United States as being predicated on transactions at the wholesale level. The 
courts have gone beyond the wholesale level and wholesale practice, with the 
result apparently that the merchandise cannot be considered as freely offered to 
“all purchasers” unless they are offered under such conditions as will enable 
every class of buyer who might care to buy to make purchases on equal terms 
and conditions, whether they are wholesalers, retailers, consumers, ete. This 
construction is evidently impractical in the face of actual business realities and 
should be corrected. The definition of “purchasers at wholesale’ provided for 
in the bill is a practical and realistic one and will enable the increased use of the 
primary basis of valuation. 

The definition of “such or similar” merchandise in clause (4) will for the 
first time provide a specific and practical definition of this commonly used term, 
the lack of which has greatly impeded the smooth operation of the valuation 
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law. Even now, after many years of litigation and judicial construction, there 
is no adequately precise definition of the terms “such” and “similar” available 
as a practical guide to the customs appraisers. The sequence of categories 
provided will make explicit the present interpretation of the phrase to the 
effect that recourse may be had to “similar” merchandise in making an appraise- 
ment only in the absence of “such” (identical in physical characteristics) mer- 
chandise, and will add a requirement that merchandise produced by the same 
person be considered before merchandise produced by another person. 

“Usual wholesale quantities” is defined in clause (5) of subsection (f) of the 
proposed new version of section 402. This definition would depart from the 
present interpretation given this term by changing the rule regarding the sales 
and offers for sale which are to be considered as being in the “usual whole- 
sale quantities.” The present interpretation has the effect in many cases of 
requiring consideration of sales and offers for sale to retailers, and sometimes 
to ultimate consumers, notwithstanding that the greatest aggregate quantity 
of the merchandise is sold to wholesalers. This often results in the rejection 
of a lower wholesale price in favor of a higher essentially retail price. The 
proposed definition of “usual wholesale quantities” would limit that term to the 
quantities in which the greatest aggregate amount of the merchandise was 
sold rather than the quantities in which the majority of the number of indi- 
vidual sales or offers for sale was made. 

Subsection (g) of the proposed new version of section 402 would provide 
that for purposes of determining the commission or addition for profit and 
general expenses in connection with “United States value,” or for purposes of 
determining “constructed value,” a transaction may be disregarded in determin- 
ing the element of value when it occurred directly or indirectly between persons 
or parties related in several enumerated ways, and does not fairly reflect the 
amount usually reflected in sales in the market under consideration of mer- 
chandise of the same general class or kind as the merchandise undergoing 
appraisement. This provision would assure that all elements of value were 
based on bona fide arm’s-length transactions. 

Subsection 402 (b) of the Tariff Act, which is omitted from the proposed new 
version of section 402, provides as follows: 

“REVIEW OF APPRAISER’S DEcIsION.—A decision of the appraiser that foreign 
value, export value, or United States value cannot be satisfactorily ascertained 
shall be subject to review in reappraisement proceedings under section 501; but 
in any such proceedings, an affidavit executed outside of the United States shall 
not be admitted in evidence if executed by any person who fails to permit a 
Treasury attaché to inspect his books, papers, records, accounts, documents, or 
correspondence, pertaining to the value or classification of such merchandise.” 
This subsection was inserted in the Tariff Act of 1930 partly as a compromise 
between a request of the Treasury Department for legislation to overcome judi- 
cial decisions to the effect that the Customs Court had jurisdiction to review an 
appraiser’s determination that dutiable value by a particular method of valua- 
tion could not be ascertained, and the objection on the part of opponents to this 
proposal that an importer would be deprived of his day in court. Section 402 
(b) affirmed the right of review of an appraiser’s decision that dutiable value 
could not be ascertained by a particular method of valuation, but recognized the 
Treasury Department's complaint that customs appraisers were at a disadvantage 
in that affidavits of foreign producers in support of the existence of dutiable 
value under a particular valuation basis could not be verified by the appraisers 
in cases where the foreign producer refused to permit an inspection of his 
books, records, ete. The deletion of this provision from the law would not 
deprive importers of their right of review, but would eliminate the rule regarding 
the admissibility in appraisement-review proceedings of affidavits by foreign 
producers who refuse to allow customs Officials to inspect their books and 
records. If this change in the law is made, foreign affidavits introduced in 
evidence in judicial proceedings would be given such weight as the court considers 
them worthy of, and a provision embodying a principle of exerting pressure upon 
foreign producers to allow United States officials to examine their books and 
records—a principle which has already in fact been generally abandoned—would 
be removed. 

SECTION 


3. CONVERSION OF CURRENCY 





Section 3 of the bills would continue the presently quarterly proclamation of 
the value of foreign coin on the basis of metal content, but would amend sub- 
section (c) of section 522 of the tariff act, as amended, to provide that if the 
above quarterly proclamation did not cover a given currency, or if the proclaimed 
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value varied by 5 percent or more from the daily buying rate as certified by the 
Federal Reserve Bank of New York, then conversion of the given foreign eur- 
rency would be made at that daily buying rate, or, alternatively, the Secretary 
of the Treasury would be author ized to provide for the use of the daily rate first 
certified for a given quarter as long as the buying rate on the day of exportation 
did not vary by more than 5 percent from the first-certified buying rate. 
This provision would simplify currency-conversion procedures by eliminating 
the present necessity for each collector to check the rate for each day for minor 
daily variations. 


SECTION 4. OBSOLETE PROVISIONS OF THE CUSTOMS LAWS 


Section 4 of the bills would repeal a number of obsolete provisions of the eus- 
toms laws, as amended, and would make minor amendments to certain other 
provisions of such laws. The Commission has not had an opportunity to do the 
research required to make comments in connection with the proposals made in 
this section. Such research as we have done has not shown any basis for taking 
exception to any of such proposals. 

The Cuatrman. Mr. Jenkins of Ohio is recognized. 

Mr. Jenkins. Mr. Chairman, I introduced a companion bill, H. R. 
6041, to the legislation upon which hearings are being held today. 
The substance of the provisions contained in the bill relating to v: alua- 
tion and currency conversion were contained in legislation introduced 
by myself in the last Congress. While those provisions were elimi- 
nated prior to enactment, that bill became the Customs Simplification 
Act of 1953. That legislation represented the first constructive effort 
to simplify and modernize our customs procedures. Last year Repre- 
sentative Byrnes of Wisconsin sponsored further legislation which 
became the Customs Simplification Act of 1954. As a result, the bill 
before us today is part of a continuing program of the President and 
of the Congress to improve our customs laws. 

I am glad to say I am strongly in favor of it, as I have been from 
the beginning. 

The CuatrmMan. The first witness appearing on the calendar is the 
Honorable H. Chapman Rose, Assistant Secretary of the Treasury. 
Of course, we know you very pleasantly, Mr. Rose, and have worked 
with you for a long time, and we appreciate your presence this morn- 
ing. 

I will ask you to please follow the usual custom and give your name, 
address, and the capacity in which you appear for the “record. 


STATEMENT OF HON. H. CHAPMAN ROSE, ASSISTANT SECRETARY 
OF THE TREASURY, ACCOMPANIED BY CHARLES R. McNEILL, 
ASSISTANT GENERAL COUNSEL, TREASURY DEPARTMENT; AND 
W. E. HIGMAN, CHIEF, DIVISION OF CLASSIFICATION AND DRAW- 
BACKS, BUREAU OF CUSTOMS 


Mr. Rose. Mr. Chairman, my name is H. Chapman Rose. I am 
Assistant Secretary of the Treasury, appearing here representing the 
Treasury Department in support of H. R. 6040 and the companion 
bill, H. R. 6041, 

The CHarrMan. We are very glad to hear you, Mr. Rose. Without 
objection we will follow the usual course and allow you to complete 
your main statement without interruption, and then the members of 
the committee may ask you questions. 

Mr. Rosse. Thank you, sir. 

63404—55——2 
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I am very grateful for this opportunity to appear here this morning 
on these bills, Mr. Chairman. 

You will recall that I have appeared before this committee last year 
and the year before in support of bills in this field which were reported 
by you and were enacted as the Customs Simplification Acts of 1953 
and 1954. I want to express again the gratitude of the Treasury 
Department, as well as my own personal thanks, for the great help 
which the enactment of these two laws has given to the program of 
customs management improvement. 

These acts have contributed substantially to a dramatic reversal 
in the trend of backlog of unliquidated customs entries. When this 
administration took office, the backlog of customs entries awaiting 
liquidation was about 700,000. That backlog had been rising steadily 
ever since the war from a low point of 275,000 in 1947 and continued 
to rise until September 1953, when it reached an all-time high of 
900,000. That meant that, at the rate at which customs was then 
handling its business, it would have taken one full year to dispose of the 
backlog. At the present time, although we have not made as great 
progress as I had hoped for when I appeared before this committee 
last year, the backlog has been reduced by nearly one-third—to 655,000. 
The volume of imports continues at peak levels, but our rate of liqui- 
dation has been raised from 225,000 a quarter in September 1953 to 
322,000 in the first quarter of this year, and we expect the rate of 
liquidation to continue this rapid rise. 

The Customs Simplification Act of 1954 made a first step toward 
overcoming another major obstacle to efficient customs administration. 
Pursuant to authority granted by that act, the Tariff Commission has 
begun a review of tariff classification provisions with a view to revis- 
ing the classification to cover products currently imported into the 
United States and to remove, to the extent practicable, certain ano- 
malies and difficulties which have arisen under the present language. 
The Tariff Commission has made a preliminary report to this com- 
mittee and to the Senate Committee on Finance on this project. 

However, one major proposal which the Treasury made to Con- 
gress in 1953 and 1954 has not been acted on. This relates to the 
method of valuing the products which, under the Tariff Act, are 
dutiable in whole or in part at a percentage of their valuation. That 
is the subject covered by section 2 of the bills now before you. The 
provisions of section 2 are very nearly the same as those of the Jenkins 
bill, twice reported by this committee and twice passed by the House 
in 1953. Later in my statement I shall describe the minor changes.in 
substance which our further consideration has led us to suggest. Al- 
though passed by the House, this provision was not acted on in the 
Senate because the Senate Finance Committee was unable in either 
year to hold public hearings on it. 

The purpose of our proposed change in method of valuation is to 
simplify the process, make it more certain, and approach more closely 
to commercially realistic valuations. Studies which we have made 
indicate that the lowering of tariff protection resulting from the 
change would be small and would average for all groups of ad valorem 
imports about one-half of 1 percent of the duty-paid cost of all such 

imports. 

Our primary method of valuation at present is to ascertain, first, the 
foreign value of the goods (that is, the going wholesale price in the 
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country of origin for domestic consumption there) ; and, second, the 
export value (that is, the going wholesale price for export to the 
United States); and then to take the higher of these. The first 
change which these bills would make is to eliminate foreign value 
and base our valuation primarily on export value. 

The second substantial change in our present methods relates to the 
definition of “wholesale value.” Wholesale value is spelled out in the 
present law as the price at which “such or similar merchandise is freely 
offered for sale to all purchasers in usual wholesale quantities and in 
the ordinary course of trade” in the principal markets in question. 
These words, with the judicial interpretations that have been puc upon 
them, have been responsible for much uncertainty, and many aberra- 
tions from the valuation results which an ordinary businessman would 
expect. 

Thus, for example, this language has been held to require the use of 
the wholesale value of the largest number of transactions rather than 
those which move the largest quantity of goods. It has excluded the 
use of the wholesale price if it is offered only to wholesalers and not 
to retailers purchasing in similar quantities. It has excluded the use 
of a wholesale price if the seller, pursuant to a frequent business 
practice, restricts his customers or selects his customers and is willing, 
for example, to sell to only one customer in each town. The second 
important change which this bill makes in our valuation methods is 
to alter these definitions so as to permit the more.frequent use of the 
actual going wholesale price when it is commercially realistic to do so. 

The third important change made by the bill in our valuation 
methods relates to certain subsidiary, or backstopping, methods of 
valuation for which the statute provides in the event that the preferred 
method of valuation cannot be used. The first of these is the so- 
called United States value, which, broadly speaking, is the going 
wholesale price at which the imported merchandise is sold in the 
United States, less the cost of getting it here, including duty, trans- 
portation, selling expense, and so forth. The principal change pro- 
posed in this method of valuation is to substitute for present arbitrarily 
fixed deductions the actual commission and profit realized in the type 
of trade involved. The catchall method of valuation, if all else fuils, 
is to figure the cost of production (retitled constructed value in this 
bill) ; and a similar change is propused here by substituting actual 
expenses and profit for arbitrarily fixed minimum percentages now 
contained in the statute. 

In other words, we have sought to make these subsidiary standards 
of valuation (United States value and constructed value) as nearly 
comparable as possible to an export value if one had existed. In 
doing so, we have sought to minimize the incentive to create artificial 
conditions in the trade in a particular product for the purpose of 
shifting the valuation basis to a more favorable standard. 

You will recall that certain imports particularly coal-tar products, 
are valued on the basis of the American selling price. This bill, like 
the former Jenkins bill, leaves the American selling price applicable 
to all such imports as well as to any imports to which the American 
selling price may be made applicable in the future. 

Although the bill before you contains a number of drafting changes, 


there are only three changes in substance from the former Jenkins 
bill. 
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(1) H. R. 6040 and H. R. 6041 do not propose the introduction of 
“comparative value” as a new valuation standard. “Comparative 
value” was proposed in the former bill in an effort to avoid the com- 
plicated determination of constructed value in as many cases as pos- 
sible. The results of our survey, which I shall later describe in more 
detail, indicate that comparative value would be used in only an in- 
significant number of cases (under 1 percent of the total), and there- 
fore it has not been felt necessary to introduce this new concept. 

(2) It has come to our attention that for the purposes of deter- 
mining the commission usually paid or agreed to be paid under United 
States value or in determining the various elements of construcied 
value, situations may exist where the only transactions available fur 
consideration are between related companies and would be unreliable 
bases for valuation. A new subsection (g) has therefore been in- 
serted in amended section 402 to permit related company transactions 
to be disregarded in those circumstances and to authorize determina- 
tion of the amounts required to be considered from the best evidence 
available. 

(3) Subsection (e) on page 10 has been added to make it clear that 
if any reduction in the level of tariff protection results, or is likely to 
result, from the change in valuation, that reduction shall be given 
full consideration by the Tariff Commission and all executive officers 
isi connection with any tariff adjustment. 

Because of the additional time available for consideration of these 
valuation proposals, we decided to obtain additional information 
which would indicate as precisely as possible the probable results 
of the suggested valuation changes. A sample survey of imports 
during the fiscal year 1954 was made and the appraised value of im- 
ports in the sample was recalculated to determine what the valuation 
would have been if the proposed methods of valuation had then been 
in effect. 

We sought to obtain as fair a random sample as possible of all 
imports into the United States. For this purpose, we selected. New 
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York as representative of the Atlantic seaboard trade, Laredo for 
Mexican trade, Detroit and Buffalo for the Canadian border trade, 
Los Angeles and San Francisco for the Pacific coast, and New Orleans 
und Houston for the gulf port trade. 

1954 statistics indicate that about 70 percent by value of all imports 
subject to ad valorem duty were appraised at these 8 ports, and that 
about 75 percent of all ad valorem duties were collected there. The 
sample reeomputed the valuation of 5 percent of the imports at New 
York and Laredo and 21% percent of the imports at all the other ports. 
This was done by reappraising every 20th entry at New York and at 
Laredo, and every 40th entry at Detroit, Buffalo, Los Angeles, San 
Francisco, New Orleans, and Houston. 

A total of 19,908 recomputations of dutiable value were made ; 3,605 
of them resulted in changes. 

Here, Mr. Chairman, we go to the charts. I think it might be more 
informative if I would stand and explain the charts. 

The CHairMan. Proceed in your own way. 

Mr. Ross. This chart 1, which corresponds with the small chart 1, 
which you have in front of you, is designed to put into its relationship 
to our 1954 imports the study of which I am talking. 

Our total imports for 1954 were $10.491 billion, shown by this bar 
{indicating]. Of that amount $5.8 billion were nondutiable, and 
therefore not affected by what we are talking about here. The further 
amount of $3.258 billion of imports are duti: able on the basis of specific 
duties: - These duties are figured on quantity or other non ad valorem 
basis, and therefore are not affected by what we are talking about here. 

What we are talking about here is the ad vilieas imports, which 
were valued under existing methods at $1.411 billion in 1954. Pro- 
jecting our sample study to total imports, they would have been valued 
ut. $1.376 billion, or a total decrease in valuation of 2.5 percent. 

Going to the bottom half of the chart, this is designed to show the 
effect on revenues, again of a projection of this study to total customs 
revenues for 1954, when the total customs revenue was $545 million. 
Of that, $286 million was derived from specific duties and therefore 
would be unaffected. The ad valorem duty actually collected was 
8259 million. Under the revised proposal it would be $254 million, 
or a 2-percent decrease. So the effect is a 244-percent decrease in 
valuation but only a 2-percent decrease in duties collected. 



















Specific Duty 


Ad Valorem 
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(Chart 1-is as follows:) 
Chart | 
RELATIONSHIP OF.LEGISLATION TO IMPORT: VALUES | 
AND GUSTOMS REVENUE, FISCAL 1954 
| Entered Import Values” 
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Mr. Rost. We will go now to the second chart. 

It is true, of course, that an average decrease in valuation of 214 
percent is made up of a number of components, which we have en- 
deavored to show on this chart, which breaks down that $1.411 billion, 
which you saw on the first chart, into the 77 commodity groups into 
which the Department of Commerce breaks down our imports. 

The bars at the right side of the chart, as it faces you, show the 
volume of imports in each of these commodity group classifications, 
to show relative importance of the groups of commodities listed 
here. These total the $1.411 billion which appeared on the first chart. 

The bars on the left side of the chart as it faces you are the break- 
down by commodity groups of the percentage extent by which the 
application of the new formula would affect the valuation as com- 
pared with the existing formula. It runs from a high of 16 percent 
in the first group to a low of nothing in the several groups at the 
bottom of the chart. 

The top group consists of those items in which the effect is more 
than 4 percent. The middle group is composed of those in which the 
effect is between the average of 214 percent and 4 percent. And the 
bottom group is composed of those which are below the average of 
214 percent. 
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(Chart 2 is as follows:) 


Chert 2 


EFFECT OF PROPOSED LEGISLATION ON VALUATION OF 
IMPORTS SUBJECT TO AD VALOREM DUTIES 


Percentage Decrease in Appraised Importance of Commodity 
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Mr. Rosse. This next chart, chart 3, is an indication of the reason 
why the valuation effect is a reduction of 214% percent, but the effect 
on duties collected is 2 percent. 

The items reflected on the right-hand side of the chart are those 
which are affected less than the average of 214 percent. At the bottom 
of the chart you will see that the average rate of duty for those 
items is 20 percent. The average rate of duty for the intermediate 
group of items is 15.2 percent. And the average rate of duty for the 
items at the top of the other chart, which are affected most in valua- 
tion is the lowest of all, at 14.2 percent. So that the major valuation 
effect comes in the group in which the duties are on the average the 
lowest, and the least vileahion effect comes in the group of items in 


which the duties are the highest, which is why there is less effect on 
the duties than on the valuation. 
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(Chart 3 is as follows:) 


Chart 3 


IMPORT VALUES, REVENUE, AND AVERAGE RATES OF DUTY 
Classified by Percentage Decrease in Appraised Value Under the Proposal 
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Mr. Rose. Chart 4 is designed to show the effect of the proposed 
legislation on the after-duty cost of ad valorem imports; in other 
words, what you might call the duty-paid cost of goods. This is the 
closest we can come to a measure of the extent to which this proposal 
would affect protection. Chart 2, which corresponds to this, shows 
the effect on valuation, but it does not reflect the duty level in each of 
those commodity categories. 

This chart shows the same import figures.on the right-hand side 
as were shown in chart 2. In effect, what chart 4 does is to apply the 
percentage reductions in valuation to the average duty rate applicable 
to each one of these groups, to show how much the duty effect would be. 

You will see from this chart that in the group of commodities 
affected most the average effect would be 1.1 percent of the duty-paid 
cost of the goods. In the intermediate group it would be 0.5 percent 
of the duty-paid cost of the goods. And in the group at the bottom of 
the chart it would be 0.2 percent of the duty-paid cost. And the 
average of the whole is 0.5 percent of the duty-paid cost. 
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(Chart 4 is as follows:) 


Chart 4 


EFFECT OF PROPOSED LEGISLATION ON AFTER DUTY 
COST OF AD VALOREM IMPORTS 
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Mr. Rose. Now, the final chart, No. 5, is for the purpose of aseer- 
taining the relationship of what we are proposing here to what I 
might “call a commercially realistic price Seine’: 

Looking at. the bottom half of the chart, our sample survey consists 
of merchandise valued at $42.2 million. This green-shaded portion 
at the top reflects the approximately 16,000 items which were valued 
the same under the new method as under the old. In other words, 
of that sample of $42.2 million, 16,000 items involving a valuation of 
$32.4 million did not change under the new method from what their 

valuation would have been under the old. 

Three thousand six hundred items, approximately, valued at $9.8 
million, did change under the new method, to a valuation of $8.8 
million. 

What this chart reflects—and what we did for the purpose of 
getting it up, is to go back to those 3,600 transactions to find out what 
the actual price paid in them was, for the purpose of using actual 
prices paid as a comparison with both the old and the new valuation. 
You see, our present valuation, as well as our new valuation, is not 
dependent on the price actually paid. It is the going wholesale value 
in that class of transaction. Therefore, the price actually paid, not 
being the basis for the assessment of duty, is a fair measure of the 
commercial realism of our wholesale value. 

You will see from this chart that the price actually paid in the 
transaction is below by $100,000 the valuation under our new formula. 
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(Chart 5 is as follows:) 


PROPOSED CHANGES IN VALUATION RELATED 
TO INVOICE VALUE 


(Based on Fiscal 1954 Imports) 
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Mr. Rosr. That completes the presentation of the charts, Mr. Chair- 
man. 

The results of this survey confirm our belief that while some reduc- 
tions in valuations will result, the changes are quite small on the aver- 
age and that the loss in revenue protection is not significant as to 
any commodity group. Moreover, the benefits of greater speed of 
administration, increased certainty, and commercial realism warrant 
these changes in valuation procedures. 

The second of the proposals made by the Treasury in 1953 and 1954 
which has not been enacted relates to the conversion of foreign cur- 
rencies into dollars for customs purposes. Section 3 of the bill will 
provide for more efficient administrative procedures in converting 
foreign currencies. 

Whenever a current valuation for a particular import into the 
United States is quoted in a foreign currency, it is necessary to convert 
that valuation into dollars for the purpose of determining the amount 
of an ad valorem duty. Under existing law the Treasury uses the gold 
coin parity proclaimed quarterly by the Secretary of the Treasury as 
the conversion factor, unless the commercial buying rates for the cur- 
rency in the New York market as determined and certified by the Fed- 
eral Reserve Bank of New York differs by more than 5 percent from 
this proclaimed coinage parity. If, as in the great majority of cases, 
this commercial rate certified by the Federal Reserve bank varies more 
than 5 percent, the rate certified by the Federal Reserve bank is used 
by customs. 

One of the principal difficulties in the administration of this pro- 
vision is that rates vary daily within a very narrow range. This re- 
quires every collector to keep current a daily record of certifications 
in order to apply the appropriate certified rate. 

The proposal in last year’s bill would have authorized the Secretary 
of the Treasury to proclaim the par values maintained by foreign 
countries which could normally have been used by Customs. Specific 
legislative direction would also have been given on procedure for han- 
dling currencies where there is more than one effective rate. This 
proposal caused some concern because it was thought by some to af- 
fect the domestic and international monetary policies of this Govern- 
ment. 

This bill now before you would maintain without change all of the 
existing procedures for currency conversion but superimpose upon 
them one additional authority to ease the Customs administrative task. 
This new authority would permit the Secretary of the Treasury to 

rovide by regulation that the rate first certified in a quarter by the 

ederal Reserve Bank of New York could continue to be used for 

Sustoms purposes throughout that quarter unless the rate on a par- 
ticular day changed by more than 5 percent from the first certified rate. 
This procedure would permit collectors of customs to use one rate for 
conversion purposes for a 3-month period unless notice was received 
from the Bureau of Customs that on any particular day the certified 
commercial rate had changed by more than 5 percent. 

It is expected that this authority would be used only for those prin- 
cipal trading countries from which imports arrive every day and for 
which the Federal Reserve bank certifies daily rates. 

The bill also makes other minor changes suggested by the Federal 
Reserve Bank of New York to assist it in making its certifications of 
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daily commercial rates, particularly when there is no market in the 
United States for the currency in question. 

The last provision previously proposed to the Congress is covered in 
section 4. This is a cleanup provision repealing a number of obsolete 
sections of the tariff laws. I am satisfied that these repeals do not 
affect any present operations, duties, or obligations of the Customs 
Bureau. The explanation of each repeal i is contained in the analysis, 
a copy of which has been furnished you, and which I request may be 
made a part of the record. 


The CuHarrMan. Without objection it will be included in the record 
at this point. 


(The analysis is as follows:) 
ANALYSIS OF THE CUSTOMS SIMPLIFICATION ACT OF 1955 


The President, in his message of January 10, 1955, on the foreign economic 
policy of the United States, stated that the uncertainties and confusion arising 
from the complex system of valuation on imported articles caused unwarranted 
delays in the determination of customs duties and he urged the Congress to give 
favorable consideration to legislation for remedying this situation. Furthermore, 
he asked for continuing efforts to improve the procedures for customs administra- 
tion. The proposed Customs Simplification Act of 1955 is designed to carry out, 
in part, these recommendations of the President. The Treasury Department is 
continuing its study and will, in the future, submit additional legislative pro- 
posals in line with the President’s recommendations. 

Section 1. Short title and effective date: This section contains a short title 
and provides that the act shall be effective on and after the 30th day following 
he date of enactment. 

Section 2. Value: The present section 402 of the Tariff Act of 1930 (U. S. C. 
1952 edition, title 19, sec. 402) tells how appraisers shall determine the value of 
imported merchandise for the purpose of assessing duties. Briefly, it provides 
that the foreign value or the export value shall be used, whichever is higher, but 
that if neither of these can be ascertained, then the United States value, and if 
that also is unascertainable, then the cost of production. In a few special cases, 
the rate of duty is to be based upon the American selling price. Decisions of the 
appraiser are reviewable in the Customs Court. The statute then goes on to 
define the “foreign value” as the market value or price at the time of exportation 
to the United States “at which such or similar merchandise is freely offered for 
sale for home consumption to all purchasers * * * in the usual wholesale quanti- 
ties and in the ordinary course of trade * * *.’’ Costs, charges, and expenses 
incident to placing the merchandise ready for shipment which are not included 
in such value or price are to be added thereto. The export value is the price 
at which the merchandise is freely offered for sale to all purchasers in the usual 
wholesale quantities and in the ordinary course of trade for exportation to the 
United States, with the same charges added. The United States value is the 
freely offered price in the United States which is available to all purchasers, in the 
usual wholesale quantities and in the ordinary course of trade, with allowance 
for duty and other expenses, a commission not exceeding 6 percent, if any has 
been paid, and allowance for profit not to exceed 8 percent. The cost of produc- 
tion is defined as the sum of four items: (1) cost of materials and fabrication or 
manipulation; (2) the usual general expenses, not less than 10 percent of (1); 
(3) the cost of containers and coverings and other incidental costs and charges ; 
and (4) an addition for prefit, not less than 8 percent of (1) and (2). The 
American selling price of an article manufactured or produced in the United 
States is the price at which the article is freely offered for sale for domestic 
consumption to all purchasers. 

The amendments proposed by the bill would effect the following changes in the 
law as above stated: 

(1) Eliminate the use of foreign value and make the export value the preferred 
method of valuation if it can be ascertained. 

(2) In determining United States value, the actual commissions, profits, and 
other deductions are to be used, not arbitrarily limited amounts. 

(3) In determining United States value of new lines in which there is no 
previously established trade, the earliest actual sales of the merchandise under- 
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going appraisement or similar merchandise may be considered if made before 
the expiration of 90 days after importation. 

(4) In the case of constructed value (previously called cost of production) 
the actual addition for general expenses, profits, etc., is to be used, not pre- 
scribed percentages which may exceed the actual figures. 

(5) The appraiser may use actual sales instead of offers, where both exist, 
in determining export value or United States value. 

(6) A definition of “‘freely sold or offered for sale” is provided for the first 
time. It will permit determination of an export value, United States value, or 
American selling price on the basis of sales or offers to wholesalers which are 
unrestricted, except for restrictions which are imposed or required by law, which 
limit the resale price or sales territory, or which do not affect the value of the 
merchandise to the purchaser. It will also permit the use of sales to exclusive 
agents and other restricted sales where such limitations do not affect the price. 
The present statute has been interpreted to make a foreign value, export value, 
United States value, or American selling price unusable when the only offers 
made are subject to restrictions of the kinds stated. Furthermore, under the 
present law the price, in order to qualify, must be available to all purchasers, 
including retailers and consumers. 

(7) The proposed bill goes on to provide definitions for the words “ordinary 
course of trade,” “purchasers at wholesale,” and “such or similar merchandise.” 

(8) It also defines “usual wholesale quantities” in such a manner as to mean 
the quantities in which the greatest aggregate quantity of the merchandise is 
sold, whereas under the present law the usual wholesale quantity is the quantity 
in which the largest number of individual transactions occur. 

(9) Certain references to the customs appraisers, and to appeals to reappraise- 
ment in the customs court, which were duplicative of other provisions, are elim- 
inated for conciseness. No change in the functions of appraisers or court is 
effected. 

Section 3. Conversion of currency: Under present law conversion of foreign 
currency values for customs purposes is made at the gold coin parity proclaimed 
quarterly by the Treasury Department, unless that parity varies by more than 
5 percent from the buying rate for the currency in the New York market as 
certified by the Federal Reserve Bank of New York. If there is no proclaimed 
rate for the currency in question, or if the proclaimed rate does vary by more 
than 5 percent from the certified rate, then customs collectors are required to 
eonvert foreign currencies at the daily rate certified by the Federal Reserve Bank 
of New York. The result is that in most cases the daily certified rates are used. 
Consequently, each collector is required to check the daily rate for each day’s 
importations since those rates, certified to 6 to 8 decimal places; are subject to 
frequent, often daily minor variations. 

The amendment of section 522 of the Tariff Act of 1930 (U. S. C., 1952 ed., title 
31, sec. 372) proposed by section 3 of the bill would retain the quarterly proclama- 
tion of gold coin parity. It would also continue in effect the requirement that 
the Federal Reserve bank certified rate be used if that rate varies by more than 
5 percent from the gold coin parity. The amendment would then authorize 
the Secretary of the Treasury to provide by regulations for the use of the rate 
first certified for the quarter as long as the rate certified for the day of exporta- 
tion did not vary by more than 5 percent therefrom. This would permit one 
customs officer to determine if the daily certified rates varied by more than 5 
percent from the first effective certified rates or from the proclaimed gold coin 
parity and to notify all customs collectors of any such variations. In the absence 
of such notification each customs collector would continue to use the same certi- 
fied rate throughout the quarter. 

This will simplify currency conversion procedures without major alteration in 
the existing statutory framework. 

Section 4. Obsolete provisions of the customs laws: Section 4 is devoted to 
the repeal of a number of obsolete provisions of the tar’ff act. The reasons that 
the provisions repealed are obsolete, inoperative, or unnecessary are set forth 
below. 

Sections 12, 13, 14, and 15 of title 19, United States Code (subsecs. 1, 2 
4 of sec. 4 (a) of the bill), provide for appointment by the Secretary of the 
Treasury of a limited number of special agents for the purposes of checking 
the accounts of collectors and other customs officers for the prevention and 
detection of frauds upon the revenue, and for the better guarding against 
frauds upon the revenue, authorize appointment of special agents to reside in 
foreign territory. The title “special agent” is no longer used in the customs 
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service (see U. 8S. C. 1952 ed., title 5, sec. 281b (c)). The customs agents who, 
among other functions, perform the functions formerly exercised by the special 
agents now are appointed and serve under the operation of the Classification 
Act like other customs employees. 

Sections 16, 17, and 18 of title 19, United States Code (subsec. 5, 6, and 7) 
are survivals of the act of July 27, 1866 (c. 284, secs. 4, 5, and 8, 14 Stat. 308), 
to reorganize the office of the customs appraiser at New York. Section 16, 
prescribing qualifications and a special oath for examiners at New York only, 
is superfluous since placement standards for the position are fixed in accordance 
with the Classification Act by the Civil Service Commission, and the oath require- 
ment is met by the provisions of section 1757, Revised Statutes (U. 8. C. 1952 ed, 
title 5, sec. 16), applicable to all Federal officers. Section 17, prohibiting em- 
ployees in the office of the appraiser at New York from engaging or being em- 
ployed in any commercial activity is discriminatory against this group of em- 
ployees. Its repeal would leave such employees subject to the same restrictions 
on outside employment as other like employees. Section 18, relating to the 
duties applicable to the appraiser and assistant appraiser at New York, was orig- 
inally enacted as a saving clause when a special statute was enacted to reorgan- 
ize the office of the customs appraiser at New York (act of July 27, 1866, supra) 
but it now serves no useful purpose since all duties of appraisers are prescribed 
by section 500, Tariff Act of 1930 (U. S. C. 1952 ed, title 19, sec. 1500). 

Sections 21, 22, 23, 24, 26, and 27 (subsecs. 8, 9, 10, 11, 12, and 13) of title 19, 
United States Code, prescribe special oaths of office for the officers enumerated 
therein and designate persons who may administer such oaths. These provi- 
sions are unnecessary since a form/of oath for all Government officers is pre- 
scribed by Revised Statutes 1557, supra. The number of copies of oaths of 
officers to be required and their disposition can readily be prescribed by regula- 
tion, and since an employee may not receive his salary until the oath of office 
is taken, there seems to be no purpose in prescribing a penalty for failure to 
take the oath. As to the designation of persons to administer the oaths, sections 
16a of title 5, United States Code, gives authority to persons designated in 
writing by the head of an executive department to administer the oath of office. 
The above sections are therefore unnecessary and obsolete. 

In addition, section 26 of title 19 is obsolete (as is also see. 379, infra, for 
similar reasons) in that it relates to special examiners of drugs, medicines, and 
chemicals, officers who are no longer appointed. The Food and Drug Adminis- 
tration now performs the functions formerly exercised by the special examiner 
of drugs, medicines, and chemicals (see U. S. C. 1952 ed., title 21, sec. 381). 
For these reasons these sections should be repealed. 

Section 28 of title 19, United States Code (subsec. 14), providing that the 
headquarters of the customs district in Florida shall be at Tampa, is unnecessary 
and serves no practical purpose. It is the only stautory provision expressly 
designating the situs of the headquarters of a customs district and there are 45 
such districts. Section 1 of the act of August 1, 1941, as amended (U. S. C. 
1952 ed., title 19, sec. 2), vests authority in the President to, among other 
things, change from time to time the location of the headquarters customs collec- 
tion district. By Executive Order 10289 of September 17, 1951, the President 
designated and empowered the Secretary of the Treasury to perform this func- 
tion. 

Section 40 of title 19, United States Code (subsec. 15) prescribes the duties 
of the surveyor of customs. The title of surveyor of customs has been discon- 
tinued, except at the port of New York, and the duties there performed are 
those which are usually handled at any seaport by the officer in charge of the 
activities performed for the collector outside of the customhouse. The act of 
July 5, 1932 (U. S. C. 1952 ed., title 19, sec. 5a) abolished the offices of surveyor 
of customs at all other ports and their duties were transferred to career em- 
ployees under the collector. Many of the functions prescribed by section 40 
for the surveyor at New York have been obsolete for years and are no longer 
performed by that officer. This section should be repealed as obsolete. 

Section 53 of title 19, United States Code (subsec. 16), which provides for the 
apportionment of compensation according to the time served, is believed to be 
obsolete in view of the act of June 30, 1945 (U. S. C. 1952 ed., title 5, sec. 944), 
which established the basic workweek, pay periods, and pay computation methods 
for all full-time officers and employees in the executive branch of the Govern- 
ment. 

Sections 54 and 57 of title 19 (subsecs. 17 and 20) which relate to the fur- 
nishing of blank forms, books, stationery, blank manifests for sale, etc., are ob- 


¢ 





CUSTOMS SIMPLIFICATION ACT OF 1955 31 


solete. Section 54 is superseded by provisions of the act of June 30, 1949 (U. 8. C. 
1952 ed., title 40, sec. 481), with respect to procurement of supplies by the 
General Services Administration. Section 57 is obsolete because in lieu of 
payment of compensation out of commissions and fees, collectors of customs 
are now on a fixed salary basis under the plan of reorganization of the customs 
service authorized by the act of August 24, 1912, 37 Statutes 434. 

Section 55 of title 19 (subsec. 18) provides that collectors of customs, and 
comptrollers and surveyors performing the functions of collectors, shall render 
quarterly accounts to the Secretary of the Treasury of fines collected, moneys 
received as rents, etc. These functions are presently being performed under 
authority of other statutes and this section is unnecessary. 

Section 56 of title 19 (subsec. 19), which relates to additional hours of service 
at public stores in New York, was made obsolete by the Federal Employees 
Pay Act of 1945, as amended (U. S. C. 1952 ed., title 5, secs. 901-954), which 
provides for the establishment of a basic administrative workweek and for 
overtime compensation at prescribed rates. 

Section 59 of title 19 (subsec. 21) prescribes requirements, related to sec- 
tion 57, supra, which date back to the time when the compensation of customs 
officers was primarily the proceeds of the specific fees fixed by law. Many of 
the functions for which fees were fixed are no longer performed. While it is 
believed that a table of the rates of fees demandable by law should be posted 
in a conspicuous place in each customhouse, convenient for public inspection, and 
a receipt should be given for all fees paid, this is rather a matter for handling 
under existing regulatory authority without statutory prescription of imprac- 
ticable and inflexible requirements. 

Section 61 of title 19 (subsec. 22) is inoperative and obsolete. R. S. 2580, 
from which it was derived, authorized the Secretary of the Treasury to appoint 
inspectors at San Antonio, Eagle Pass, and other places in Texas, at an annual 
salary of $2,500 to report to the Secretary of the Treasury semiannually on 
goods exported to Mexico. Regular customs officers are now established at 
necessary ports, stations, and places along the Texas-Mexican border whose 
officers inspect and supervise imports, as well as exports, to the extent required. 

Section 62 of title 19 (subsec. 23), which was intended as a means of main- 
taining discipline among customs officers, authorizes suspension from duty for 
neglect or minor delinquency. The procedures which have been and will be 
followed in regard to the conduct of customs officers and employees are those 
prescribed in section 863, title 5, United States Code, and the regulations of 
the Civil Service Commission. 

Section 67 of title 19 (subsec. 24), which provides for a report to each session 
of the Congress by the Secretary on customhouse business, is inoperative and 
unnecessary. The Secretary submits an annual report to the Congress in ac- 
cordance with sections 262, 264, and 265, title 5, United States Code, substantially 
superseding the requirements of this more limited provision of the customs laws. 

Section 379 of title 19 (subsec. 25) provides a method for preventing impor- 
tation of adulterated drugs, etc. (see sec, 26, supra) at ports where there is 
no special examiner of drugs. As indicated in commenting on section 26, supra, 
special examiners of drugs are no longer appointed and the provisions of this 
section are inoperative, functions with relation to spurious or adulterated foods, 
drugs, or cosmetics now being handled by the Food and Drug Administration 
of the Department of Health, Education, and Welfare under United States Code, 
1952 edition, title 21, section 321, et seq. The section is obsolete and inoperative 
and should be repealed. 

Section 390 of title 19 (subsec. 26), which provides for the adoption of a 
hydrometer for use in ascertaining the proof of liquors, is unnecessary. The 
hydrometer in use by customs is the same as that which is approved for use 
of the Internal Revenue Service under section 5212 (a) of the Internal Revenue 
Code of 1954. The standards for spirits are the same as those applicable to 
spirits of domestic manufacture under paragraph 811 of the Tariff Act of 1930, 
as amended (U.S. C., 1952 edition, title 19, sec. 1001, par. 811). 

Section 494 of title 19 (subsee. 27), which provides for the seizure of mer- 
chandise as security for fines imposed under the provisions of section 12 of the 
act of June 22, 1874 (18 Stat. 188), an ancestor provision of section 591 of 
the Tariff Act of 1930 (U.S. C., 1952 edition, title 19, sec. 1591), now superseded 
in turn by section 542 of title 18 of the code, is obsolete and unnecessary. The 
1874 provisions relating to unlawful importation have been repealed and this 
particular provision thereof is no longer operative. 
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Section 526 of title 19 (subsec. 28) provides that the cost of prosecution in 
cases where seizure, condemnation, and sale of merchandise takes place within 
the United States and the value is less than $250, shall be paid from the part 
of the forfeiture which accrues to the United States. This section is obsolete 
since the subject matter is now covered by section 613 (1) of the Tariff Act 
of 1930 (U.S. C., 1952 edition, title 19, sec. 1613 (1) ). 

Section 541 of title 19 (subsec. 29) authorizes the collector of each customs 
district to provide and use small open row and sailboats, which shall be necessary 
in boarding vessels and for other purposes. Coast Guard crafts are used by 
customs officials for boarding purposes and section 541 is therefore obsolete. 

Section 542 of title 19 (subsec. 30) authorizes the Secretary of the Treasury 
to use elsewhere as the exigencies of the service require, the motorboat provided 
for Corpus Christi, Tex. No motorboat is now provided or needed for Corpus 
Christi and there has been none for many years. The provision is obsolete. 

Section 549 of title 31 of the code (subsec. 31) directs the comptrollers of 
customs and surveyors, registers of land offices, and the superintendents of mints 
to examine the books and accounts of their depositaries, collectors, and treas- 
urers and to make a report to the Secretary of the Treasury. The functions 
referred to are performed by the Comptroller General under the Budget and 
Accounting Act of 1921, 42 Statutes 23 (U. S. C. 1952 edition, title 31, secs. 
41-58), and therefore section 549 is now obsolete. 

Section 579 of title 19 (subsec. 32) provides that in a suit on bond for the 
recovery of duties the court shall grant judgment unless the defendant makes 
an oath that an error was committed in the liquidation of the duties demanded. 
This section has been superseded by the protest provisions of section 514 of the 
Tariff Act of 1930 (U. S. C. 1952 edition, title 19, sec. 1514). 

Section 711 (7) of title 31 (subsec. 33) authorizes a permanent appropriation 
for the repayment to importers of the excess of deposits for unascertained cus- 
toms duties, or duties or other moneys paid under protest. This section has 
been superseded by a permanent indefinite appropriation covering all refunds 
of customs collections or receipts authorized by law. (See act of June 30, 
1949, ch. 286, 63 Stat. 360.) 

Subsection 34 of section 4 (a) of the draft bill will repeal that part of the act 
of September 30, 1890, chapter 1126, 26 Statutes 511 (formerly codified as U. 8. C. 
title 19, sec. 30), which provides that such clerks and inspectors as the Secre- 
tary may designate shall be authorized to administer oaths of office. This sec- 
tion is related to sections 21, 22, 23, 24, 26, and 27 of title 19, which also are 
proposed to be repealed, supra. The section is obsolete and should be revealed, 

Section 4 (b) of the bill seeks to amend subsection (f) of section 500 of the 
Tariff Act of 1930 (U. S. C. 1952 edition, title 19, sec. 1500 (f)), which provides 
for the designation of an acting appraiser at ports where there is no appraiser 
and requires that such acting appraiser take the oath provided in section 21, title 
19, supra. It is proposed to repeal the requirement that the acting appraiser 
take the special oath provided in said section 500 (f) since the provision for 
that oath is being repealed by subsection 8 of section 4 (a) of this bill. The 
oath prescribed by section 1757 of the Revised Statutes (U. S. C. 1952 edition, 
title 5, sec. 16) will be sufficient. 

Section 4 (c) of the bill proposes to amend section 583 of the Tariff Act of 
1980 (U. S. C. 1952 edition, title 19, sec. 1588). Section 583 provides that the 
customs or Coast Guard officer’s certification regarding the inspection of the 
manifest required by that section shall be made on “the back of” the original 
manifest. The manifest forms now in use have the space for such certification 
on the front. The procedural detail as to place of certification on a manifest 
is a minor one that should be left to administrative regulation and it is proposed 
to delete the language “the back of” in that section. 


Mr. Rose. That concludes my statement. 

The Cuairman. Thank you for your appearance and the informa- 
tion you have given the committee. 

Are there any questions ? 

Mr. Jenkins. Mr. Chairman 

The CHairman. Mr. Jenkins, of Ohio. 

Mr. Jenxrns. I wish to compliment Mr. Rose for this very com- 
plete and lucid statement. I cannot see how it could be more complete. 
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I have a few questions I should like to ask; however, I do not think 
I shall ask them here, Mr. Chairman. We are running short of time. 
I do want to talk to Mr. Rose about. some other features of this, any- 
how, and I will take the liberty of asking him some questions later. 

Mr. Ross. Very good, sir. 

The Cuatrman. Are there any further questions / 

Mr. Kean. Mr. Chairman—— 

The Cuairman. Mr. Kean, of New Jersey. 

Mr. Kran. I want to ask a question about chart 5. 

Mr. Roser. Yes, sir. 

Mr. Kean. On the bottom, figure. I understand that what you 
mean by that is that the actual cost to the importer of the goods 
amounted to $8.7 million, while under the existing valuation methods, 
duty would be levied as if the cost had been $9.8 million; is that right? 

Mr. Rose. Not quite, sir. The first part of what you said is right. 

Mr. Kean. That is the actual cost # 

Mr. Rose. The actual cost in these 3,600 transactions reflected in 
the bottom unit. was $8.7 million. They are presently dutiable at $9.8 
million under existing law. Under the proposal they would be duti- 
able at $8.8 million. 

Mr. Kran. Then what I said was correct. Though he paid $8.7 
million, or whatever it was, he was charged as if he had paid $9.8 
million. 

Mr. Rose. Under existing law; that is correct. 

Mr. Kean. Under existing law. 

Mr. Rose. Yes. 

Mr. Kean. And the $8.8 million shows that the new plan is much 
more realistic, because it does not seem fair in anyway to have a per- 
son charged duty on a valuation basis higher than the actual cost. 

Mr. Rose. On the average I think that is a fair statement; yes, sir. 

The Cuairman. Are there any further questions? 

Mr. Suneson. Mr. Chairman 

The Cuatrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stimpson. The way you described this I do not think it is going 
to cost anybody very much, and everybody ought to be happy. I will 
not ask you to answer that. 

Mr. Ross. I think the hearings will disclose that. 

Mr. Sturson. How much will it cost the Treasury ? 

Mr. Rose. Well, as shown on the first chart, there would be revenue 
effect at 1954 levels of less than $6 million. 

Mr. Stimpson. Do you anticipate that this will greatly increase 
imports ? 

Mr. Rose. It is hard for me to make an answer to that. To the 
extent that greater certainty and simplification in our procedures will 
do that, that is what we are striving to do here. 

Mr. Simpson. Do you think it might double that $6 million ? 

Mr. Rose. I have no basis for estimating what the level of imports 
will be. That will be affected by so many other considerations other 
than this. 

Mr. Srmpson. Is the intent of this bill to increase imports? 

Mr. Rose. The intent of the bill is to simplify and make more 
realistic our methods of valuation. 

Mr. Simpson. Is it the intent to cut tariffs? 
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Mr. Rose. No, sir. The incidental effect will be as I have indicated. 
The purpose was what I said ; to simplify. 

Mr. Stmpson. Let us dispose of the word “incidental” just for a 
moment. You and I agree, I think, that there is a point where any 
cut in tariff could be disastrous to a business. There is a peril point, 
is there not ? 

Mr. Ross. Depending on the level of the tariff. 

Mr. Suwpson. And peril point studies are made with that in mind? 

Mr. Rose. Yes, sir. 

Mr. Smrpson. Is there any protection here by way of a peril point? 
Or would the cut be made irrespective of a peril point determination ? 
Might an industry which is conceivably at the peril point today find it- 
self by this cut, minor through it be, being put out of business or in- 
jured seriously? Is there any protection for that industry ? 

Mr. Rose. I want to call your attention to the new provision, which 
I mentioned in my statement, which is included in this bill, which was 
not in its predecessors, to the effect that any effect on valuation and 
therefore on protection which will result from this bill is to be taken 
into account by the Tariff Commission and other officers of the execu- 
tive branch in any other tariff actions. 

Mr. Srmpson. I understand, but that is all in the future. That is 
after the horse may be stolen. We require peril point studies in con- 
nection with cuts, as you well know, in advance of negotiation. Is the 
taxpayer here protected by any peril point study before these cuts are 
made? 

Mr. Rosr. There is no provision for any peril point determination 
in this bill. 

I would like to point this out, Mr. Simpson, in answer to the gen- 
eral line of your inquiry: The reason why this bill affects valuations— 
frequently the reason why this bill may affect valuations is because 
of the fact that it takes into account things which foreign people could 
do to produce the same effect on valuations under our existing law. 
For example, our foreign value which we are proposing to abandon 
under this bill would include as an element of valuation a manu- 
facturer’s excise tax which is charged on a product in a foreign coun- 
try. It does not include a retail sales tax. 

Now, we have found this to be true: That in the large exporting 
countries they are tending to move the incidence of their taxation away 
from the manufacturer’s excise tax to the retail sales tax. That ac- 
tion by a foreign government would produce part of the valuation ef- 
fect of this bill. Many of the things which this bill does are things 
which the foreign country or the foreign exporter is in a position to do. 
Changing methods abroad could produce many of these same effects 
under existing law. 

Mr. Srupson. I do not want to get too far away from the point. 
The point I am trying to make—and I think you agree with me—is 
that there is nothing in here in the nature of a peril point protection 
for an American business, as there is in connection with the reciprocal 
trade program. 

Mr. Rose. That is correct, sir. I think nothing of that kind would 
be appropriate in a situation where you are talking about methods of 
valuation only and not cutting tariff rates. 

Mr. Srupson. But the net result is a cut in the tariff rate. You have 
showed us that. The net result is a cut in certain tariff rates. 
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Mr. Rose. It has the effect of a reduction in revenue, to the extent 
that the reduction in valuation produces that. 

Mr. Stmpson. From the standpoint of the American manufacturer, 
he will have less protection in some instances under this bill than 
he has under existing law. 

Mr. Rose. That is correct. 

Mr. Suwpson. You touched on another point that I want to de- 
velop. I do not see how we are protected in this country from state 
trading in the slightest. That is to say, if country A abroad wants to 
sell any amount of its product at home for a given price—and let us 
say it 1s X—and then says, “The price to our export market, not to 
the rest of the world, but to the United States, will be X minus Y,” 
which is 20 percent less than their domestic price, what protection at 
all does the American manufacturer have? That is a dumping sit- 
uation. We are going to use, as I understand it, the price for export 
to the United States as the value upon which we compute our duty. 

Mr. Rose. Broadly, the answer to that I think is this, Mr. Simpson: 
This bill does not propose in any way to change the law relating to 
dumping. 

Mr. Stupson. I was not talking about the dumping law. I was 
talking about this law. 

Mr. Rose. That is correct. 

Mr. Srwrson. The other country could have a two-price system; 
one local or domestic, and a much lower price for American exports. 

Mr. Rose. That is what is defined under the act of 1921 as dumping. 

Mr. Simpson I will come to that, if I may. A country can do 
that. Are we agreed on that; under this bill country A could have 
a price and sell all the goods it wanted to locally, and then sell for 
export to the United States and not necessarily to the rest of the 
world for some price less than that, and we would levy our duty on 
that American export price? Is that right? 

Mr. Rosse. The export value is the primary standard of valuation 
under this bill, but I should like to point out that the protection under 
present law against what you are talking about is the Dumping Act. 

Mr. Smopson. Can we agree that the foreign country may do that 
if it wants to do it? 

Mr. Ros. It could doit then. It can do it now. 

Mr. Srupson. Then the question is: What relief does the American 
manufacturer have? Is that what you want to tell me about? 

Mr. Ross. The only effective relief under the existing law and under 
the new law is the dumping law. 

Mr. Stupson. The Anti-Dumping Act? 

Mr. Rosr. Yes. 

Mr. Smpson. Of course under existing law, as I understand it, 
the foreign export price is not the value upon which we levy our duty. 

Mr. Rose. Dumping duty? 

Mr. Srupson. No, our duty. You do not levy our duty today upon 
the foreign export price. 

Mr. Rose. Are you speaking now of tariff valuation or the Dump- 
ing Act? 

Mr. Suweson. I am speaking of tariff valuation. 

Mr. Roser. The present law provides for the levy of the duty based 
on the higher of the foreign value or export value. 
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Mr. Smerson. That is right. Therefore, it takes into consideration 
the fact that the country may have a price for domestic use and another 
price for foreign sale. 

Mr. Roser. Correct. 

Mr. Simpson. And you do not, as you would under this bill, attach 
the duty to the foreign export value? 

Mr. Rose. That is one of the changes made by this bill. 

Mr. Simpson. We come to that point. The American businessman 
wants to attempt to prevent injury. What may he do? 

Mr. Rose. Now we shift to a consideration of the Anti-Dumping 
Act. 

Mr. Srupson. Right. 

Mr. Rose. Because that is the only protection under existing law or 
the new law. 

Mr. Srureson. What does he have to prove under the Anti-Dumping 
Act? 

Mr. Ross. He has to prove that the sales of the goods for export 
to this country are below the wholesale price in the country of export. 

Mr. Stmpson. Where does he get those figures ? 

Mr. Rose. He either has them or we get them for him, if he com- 
plains to us. 

Mr. Stupson. Does this law permit him to use the same value? We 
do not touch the Anti-Dumping Act? He could not use the same 
value to prove his injury that you use to assess the duty, could he? 

Mr. Rose. I am not sure I follow you. 

Mr. Srwpson. He would have to go back beyond the point of a 
foreign-valuation determination in order to prove his injury, would 
he not? 

Mr. Rose. I am not trying to dodge, but in the interest of being 
clear about this, injury is a second element in the establishment of an 
antidumping finding. What we are talking about now is the deter- 
mination of the sales below fair value. 

Now, we find sales below fair value if the price at which the goods 
are sold for export here is below the domestic wholesale price. We 
would do the same thing now and would do the same thing under 
this bill. 

Mr. Simpson. When would you make that study? Suppose the 
injured manufacturer here files a complaint under the antidumping 
law. Would you make the study then or maybe years after the sale 
of the goods involved or months after the sale? 

Mr. Rose. We intend under this bill, Mr. Simpson, if it is enacted, 
to get the same information regarding foreign market value as*we 
get now, so that we would be in the same position. 

Mr. Smoupson. You would have the same number of employees? 

Mr. Rose. No; because we would only have to investigate under this 
bill in the event that there is a suspicion of dumping. We would not 
have to investigate in every case. 

Mr. Stmerson. You do not know about dumping until somebody 
complains? 

Mr. Rose. Our records frequently would indicate a disparity which 
might be a dumping margin. 

Mr. Sruwpson. Would you initiate protective measures against the 
country which adopts a two-price system ? 
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Mr. Roser. Yes, sir. Then, as we do now, when we detect from our 
own records the indication of dumping we investigate, and would 
be in the same position to do so if this bill were enacted. 

Mr. Stmpson. Under this bill, if it becomes law, and in connection 
with your studies, if you found that country A in Europe was selling 
domestically for one price and selling for export to the United States 
only at a price somewhat less than that, would you immediately begin 
action to protect the American market? 

Mr. Rose. Of course, the question whether it is dumping is a ques- 
tion of fact in a particular case. In a case like that you would 
investigate. 

Mr. Surpson. Does the question of whether it is dumping or not 
depend upon establishing injury to the American workman, or can 
dumping be established “irrespective of injury? If you knew that 
the country abroad was taking advantage of this law and subsidizing, 
could you initiate action under the antidumping law; or do you have 
to wait until the American businessman complains and proves the 
injury ? 

Mr. Rosse. Injury must be proved in order to make the finding. 

Mr. Srurson. I am trying to make this point. The other country 
has a two-price system and is subsidizing, and we appear to be giving 
« stamp of approval to it. We are inviting the other country, if it 
wants to, to subsidize shipments to the United States. 

Mr. Rosg. I cannot agree with that, Mr. Simpson. 

Mr. Srmpson. Do we object to it? 

Mr. Rosr. Yes, sir. 

Mr. Srwrson. How? 

Mr. Rose. We have two laws. One provides for a so-called counter- 
vailing duty in the case of subsidization, which does not require an 
injury determination. 

Mr. Stmpson. It does not require it? 

Mr. Roser. No, sir. In the case of dumping the act of 1921 does 
require an injury determination. 

Mr. Stwrson. How do you prove dumping, in the countervailing 
duty case ? 

Mr. Rose. They are two different subjects. The countervailing 
duty is applied again subsidization. In other words, if it is a bounty 
or grant given by the foreign government to the exporting company, 
then that is the subject of a countervailing duty. The question of 
dumping is a question of selling in this country below the wholesale 
price level in the foreign county, without regard to any question of 
subsidization. 

Mr. Sturson. What I am trying to get you to tell me, if you can, 
is whether if you discovered that a foreign country was deliberately 
and knowingly subsidizing shipments to this coutnry you would still 
be bound under the law to use as a base which we levy our duty the 
export prices shown by their imports? 

Mr. Rose. This law would not affect in any way either the pro- 
vision of the present statute regarding countervailing duties against 
subsidization or regarding the imposition of antidumping duties. It 
in no way diminishes the portection afforded by those statutes to 
American manufacturers. 

Mr. Stmpson. Would we under this law simply look at the in- 
voice? Is that the way it would speed up and simplify the matter; 
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simply looking at the invoice which was given? Is that the way you 
get the base? 

Mr. Rose. No, sir. We have information which appears on the 
invoice, but the customs appraiser—and there are gentlemen here 
who can tell you more about this than I—maintains value informa- 
tion sheets, on which they keep the going wholesale price. It is 
primarily that information as to the wholesale price that they use, 
supplemented by the information that they get from the invoice 
in the transaction, and other invoices on similar merchandise. 

Is that substantially correct? 

Mr. Hieman. Yes, sir. 

Mr. Srupson. But you would not have to make the same kind of 
study you make today ? 

Mr. Rose. We do not have to determine the higher of the foreign 
value or export value in every case, as we do today. 

Mr. Srmeson. But you would have the facts together ? 

Mr. Rose. We would have the same basic information, yes. 

Mr. Stmpson. Which would be available in case somebody wanted 
to make a case for dumping? 

Mr. Rose. Dumping or subsidization. 

Mr. Sovpson. Incidentally, from my information, if you have that 
information do you make it available to a complaining taxpayer ? 

Mr. Ross. I do not understand the question. 

Mr. Stmpson. I mean, if somebody complains he is being injured 
by dumping, or he wants to make a case on dumping and he comes to 
you and asks for all the information you have about that item, do you 
give it to him? 

Mr. Ross. We do not make available to him information from 
individual transactions of other people. What we do is take his com- 
plaint and investigate it, and then we take his information and any 
other information, and, if necessary, send a man abroad to investigate, 
since the determination has to be made by us rather than by him. We 
take his information and our own and make a finding. 

Mr. Stupson. How is this matter of class or kind determined in 
this bill, mentioned on page 3, line 13? 

Mr. Ross. There is a definition of what the terms “such or similar 
merchandise” mean, beginning on line 5, page 7. What was it you 
referred to specifically ¢ 

Mr. Srpson. I want to know who determines the class or kind 
under which an item shall appear and upon which duty is levied. 
How do you classify an article? Whodoesthat? Is it the appraiser? 

Mr. Rose. Yes. 

Mr. Srmpson. Is there an appeal from it? 

Mr. Rose. Yes. The employees of the collector’s office classify, and 
the appraiser makes the value determination. 

Mr. Srwpson. There is one other thing you touched on. You re- 
ferred to Mr. Jenkins’ bill, and you stated that there were very minor 
changes made, on some few items. We have left them out of this bill 
this year; is that right? We have left out entirely the comparative 
matter of value, which was objected to? 

Mr. Rose. Yes, sir. 

Mr. Srupson. That was an item that we objected to strenuously a 
year ago? 
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Mr. Rose. It was objected to, as I recall it, on the ground that it 
introduced a new concept which was largely a judgment or comparison 
concept which would be difficult to handle on appeal from determina- 
tion made under it. 

As I pointed out in this sample value study, we found that the 
number of cases when you would have to use that were very few, and 
it did not seem worthwhile to introduce that concept for the benefit, 
if any, that we were getting out of it. Therefore we dropped it. 

Mr. Srmpson. In this bill on page 7 there is a reference to the phrase 
“approximately equal.” 

Mr. Rose. I am sorry; I did not understand that. 

Mr. Stmpson. They use the words “approximately equal” on page 7, 
and they use “such or similar.” Is that not the same thing as com- 
parative value? 

Mr. Rose, if you have any other person with you who wants to 
answer 

Mr. Roser. I was just making sure I was going to give you the right 
answer. “Such orsimilar” is in the law now. 

Mr. Simpson. I want to be sure when we take out the comparative 
value we do not put some other words in. You did not write this, 
Mr. Rose? 

Mr. Rose. I cannot claim sole authorship, of course, but I have 
substantially participated in its preparation. 

Mr. Stmpson. I want to make sure there is nothing in here that puts 
back in the comparative value authority. 

Mr. Rose. I am right that “such or similar imported merchandise” 
is in the statute now. 

Mr. Simpson. Sir? 


Mr. Roser. “Such or similar imported merchandise”—that language 
is in the statute now. What _ find on line 5, page 7, of the bill is 


language which is not new. The definition, you will see, is a pretty 
stringent one. Subdivision A says: 

It is such or similar if the merchandise undergoing appraisal and other 
merchandise which is identical in physical characteristics with it was produced 
in the same country by the same person as the merchandise undergoing appraisal. 

In other words, identical and produced by the same manufacturer. 

If you have no “such” merchandise then you can look to merchandise 
identical in physical characteristics produced by another person in the 
same country. 

If you cannot find that, you look to merchandise produced in the 
same country by the same person like the merchandise undergoing 
appraisement in component material or materials, and in the pur- 
poses for which used, and approximately equal in commercial value. 

And then you have a final provision; merchandise which satisfies 
all the requirements of subdivision C except produced by another 
person. 

What you are asking is does that permit—— 

Mr. Stmpson. Is that the same thing as comparative value ? 

Mr. Rosg. No, sir; I do not think it is. 

Mr. Smpson. It ismuch more narrow? 

Mr. Ross. I should say it is very much more narrow. 

Mr. Smurson. Would this cover the case of the 10-inch plate versus 
the 8-inch plate, made by the same manufacturer? Would you say that 
the value of one could be based upon the other ? 
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Mr. Roser. I think not, because of the requirement, in the maximum 
divergence provision, that they be approximately equal in commercial 
value. In other words, this does not permit you to extrapolate from 
a little one to a big one which costs twice as much. 

Mr. Srwpson. There are two other things I want to ask about. 
Section 402 (b) provides for a judicial review. Is there ne in 
the present law with respect to the right of judicial review ¢ 

Mr. Rosr. I think the answer to your question is this: There is in 
the present law section 1501 of title 19 which is the provision for 
judicial reviews. There is a specific judicial review provision in sec- 
tion 402 which is being amended. 

Mr. Srupson. Here is a point that I would like to know and some- 
thing that I would like the record to show clearly—is the appraiser, 
and that may not be his technical name, but the individual who ascer- 
tains these figures upon which the duty is levied—is he required to 
disclose the method that he follows in reaching that conclusion ? 

Mr. Rose. I get your point now. 

Mr. Stmpson. That is one of the points. 

Mr. Rose. Right; I think the answer to that is that neither under 
existing law nor under this bill is he specifically required to disclose 
the basis of his valuation. 

Mr. Srupson. Would not this bill correct that seeming inequity ? 
If I can understand it correctly, the importer can never find the base 
upon which his duty is levied, and if he goes through the court he 
does not know. If Congress sets up a method why should he not 
be told? 

Mr. Rose. As I understand it, under existing law he has the burden 
of upsetting the valuation, or proving that a different basis ought to 
be applicable. We did not propose any change in the existing law. 

Mr. Sturson. He is only a taxpayer. 

There is one other question, and that is on the section that you 
mentioned having to do with currency. 

If I understand, the proper authority will, on the first of the quarter, 
declare what the conversion value of money is, and if there is no 
variation of more than 5 percent, that statement will remain the value 
throughout the quarter. 

Now my question is this: Where a country has two or more exchange 
rates, will the Federal Government set an exchange rate or value 
in each of those instances and thereby give its stamp of approval to 
the multiple-currency approach ¢ 

Mr. Rose. The answer to that question is this: This bill leaves the 
question of multiple exchange rates just where they are now. If the 
Federal Reserve bank presently certifies more than one rate, it will 
continue to do so in the future. 

The only thing that is done, and this is the only thing we care 
about—and we do not care whether it is one rate or more than one 
rate that is certified to us—we do not have to follow the daily variation 
in the sixth decimal point. 

Mr. Smpson. So long as Congress does not directly, or by implica- 
tion, put its stamp of approval on the multiple system, we are not 
approaching the multiple-rate system in this bill? 

Mr. Rose. No, sir. 

The Cuarrman. Are there any further questions ? 
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If not, we thank you, Mr. Rose, for your appearance and for the 
information that you have given the committee. 

Mr. Rose. I thank you very much. 

The Cuamman. The next witness is Mr. Harry S. Radcliffe. 

Please give your name, address, and capacity in which you appear 
for the record. 


STATEMENT OF HARRY S. RADCLIFFE, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., NEW 
YORK CITY 


Mr. Ravcuirre. My name is Harry S. Radcliffe. I am the executive 
vice president of the National Council of American Importers, Inc., 
45 East 17th Street, New York City. 

The National Council of American Importers approved H. R. 6040 
and H. R. 6041, and we hope this proposed legislation will be quickly 
endorsed by this committee and seteialiy become the Customs Simpli- 
fication Act of 1955. We have but two important suggestions and a 
few minor recommendations to offer for changes in the bills, which I 
shall present in a moment. 

In our opinion, the most important provision of these bills is the 
long overdue revision of section 402 of the Tariff Act of 1930 relating 
tovalue. The elimination of foreign value and the use of export value 
was recommended by our organization 10 years ago, in May 1945, in a 
memorandum submitted to the United States Tariff Commission in 
connection with the study of customs administrative laws which the 
Commission had instituted in 1944. Experience during the past 10 
years has served to strengthen our conviction that foreign value should 
be eliminated as a method of determining the dutiable value of im- 
ported merchandise subject to ad valorem rates of duty or rates depend- 
ing upon value. 

Our organization strongly approves section 2 of the bill relating to 
value which will make export value the preferred method of valua- 
tion. In connection with the definition of export value, we propose 
an amendment on page 2 of the bill, following line 25, to read as 
follows: 


If such or similar merchandise was not so sold or offered at the time of 
exportation of the merchandise undergoing appraisement, the export value shall 
be determined, subject to the foregoing specifications of this subsection, from 
the invoice price of the merchandise undergoing appraisement, unless the pro- 
visions of subsection (g) are applicable. 

I might mention the language in the first part of this suggested 
amendment is identical with that in connection with the United States 
value on lines 1 to 4 on page 4 of the bill. 

The reason for this suggestion is to make it clear that export value 
may be determined in unique situations where at a given time of 
exportation there are no other sales or offers for sale in the country of 
exportation of merchandise which is the same or similar to the mer- 
chandise undergoing appraisement. Although this does not happen 
too frequently, there are occasional situations where the determination 
of export value presents difficulties under the present law. 

It would also under the new proposed law. 

For example, an importer may bring in a shipment of secondhand 
goods not currently being produced abroad and which have not been 
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produced in the foreign country for many years prior to the exporta- 
tion of such merchandise. Another example is the importation of 
works of art and antiques which do not qualify under the duty-free 
provisions, and which are not regular articles of commerce. Then, 
too, there are the importations of machinery made abroad to exact 
specifications, and which are not in any way similar to the kind of 
machinery regularly imported. 

I might point out a special machine of that kind is usually imported 
by domestic manufacturers and therefore there woud be no possibility 
of finding United States value because there is no sale at wholesale in 
this country after its importation. 

In all these cases, our suggested amendment would permit appraising 
officers to determine the proper export value by taking the invoice price 
as the best available evidence of actual commercial value, provided the 
appraising officer is fully satisfied that the transaction between the 
American importer and the foreign seller represents the correct value 
resulting from a negotiated sale at arm’s length. Our other suggestion 
with reference to section 2 of the bill is to insert on page 10 following 
line 23: 

(f) When the appraised value of the merchandise exceeds the entered value, 
the appraiser’s report to the collector shall state whether the appraisement is 
based on export value, United States value, constructed value, or the American 
selling price. 

Some appraising officers made it a practice to report the basis of 
their appraisements a routine matter, but as there is no require- 
ment in the law for this practice, other appraising officers do not do so. 
As a consequence, the importer who desires to challenge the correctness 
of the appraisement is often completely in the dark. This require- 
ment would involve no additional work for appraising officers be- 
cause when they complete the appraisement, it would only require a 
brief notation on the report to indicate whether the appraised value 
was export value, United States value, or constructed value, or Ameri- 
can selling price. It would only take a minute to make such a nota- 
tion on the documents when the appraising officers are completing 
their reports to the collector. 

We also have a suggestion to clarify the language relating to allow- 
ances for customs duties and other Federal taxes under “United States 
value.” On page 3, line 21 of the bill, reference is made to such cus- 
toms duties and other Federal taxes currently payable. We feel that 
the term “currently payable” is somewhat ambiguous and should be 
changed to read “paid or payable.” 

A further suggestion for the purpose of clarification would be to 
insert on page 7 of the bill on lines 11 and 15 before the words “iden- 
tical in physical characteristics” the words “approximately equal in 
commercial value and.” It is conceivable that merchandise might be 
identical in physical characteristics, and yet not be approximately 
equal in commercial value, and this should be made clear. 

In connection with the proposed elimination of foreign value, we 
were very much interested in the survey made by the Treasury Depart- 
ment showing the effect of the proposed changes in section 402 upon 
customs revenue in general, and upon the valuation of the various 
classes of imported commodities which could be affected by these 
changes. It is to be noted that the estimated decrease in dutiable 
value might be about 2.5 percent on the overall, and a-still smaller 
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decrease of about 2 percent in customs revenue collection on ad valorem 
goods. Based on the fiscal year 1954, this estimated loss in revenue is 
slightly less than 1 percent of the $545.7 million collected by customs 
during that fiscal year. 

We notice that the survey shows an estimated decrease in value on 
drugs, herbs, leves, roots, and so forth, of some 15.57 percent. We wish 
to point out that many of the imported commodities in this class are 
free of duty, and those that are subject to ad valorem rates, such as 
licorice extract, coca leaves, digitalis, pyrethrum or insect flowers, 
cube root, derris root, and certain fish oils, are commodities not gener- 
ally produced or available in the United States. 

And the same is true of oome of the sther classes shown in the 
survey. 

We wish to observe that there is no breakdown in the survey to indi- 
cate to what extent the elimination of foreign value might affect com- 
petitive imports, but it is clear that it will be trivial indeed. 

For many years, the use of foreign value has been a major cause of 
delays and uncertainties in the settlement of importers’ final obliga- 
tions to the customs. At the same time, the Government has had a 
difficult task in determining “foreign value” because it involves a 
knowledge of market prices current in all exporting countries for do- 
mestic transactions. This sometimes requires on-the-spot investiga- 
tions as to foreign market conditions on a given date of exportation, 
which often takes months or even years to complete. While such in- 
vestigations are in progress, appraisements are necessarily withheld 
as unfinished business, to the dissatisfaction of both American im- 
porters and appraising officers. 

Where appraisement on the basis of foreign value results in a higher 
dutiable value, it is usually due to causes wholly unrelated to export 
transactions or world market price conditions. The wholesale price 
in a foreign home market is usually found to be higher than the price 
importers pay because of three principal reasons: 

One is that the quantities sold for home consumption are much 
smaller than the quantities bought by American importers, and there 
is a natural differential in prices due to economies in the production 
of larger quantities. 

Another is that certain internal taxes, similar to our own internal 
excise taxes, are assessed only on domestic sales, which they do not 
apply to the same goods exported to the United States or to other 
countries. American tourists are often amazed to find that the price 
of American products, such as whisky, cigarettes, and so forth, are 
cheaper in many foreign markets, such as Bermuda, Cuba, and so forth, 
than they are in their own hometown. They do not realize that such 
American products are not subject to our high domestic excise taxes 
when they are exported. If foreign countries assessed duty on the 
basis of United States home market value, then our excise taxes would 
also be a part of the dutiable value in these foreign markets, and in 
such case, American exporters would no doubt bitterly complain that 
the situation was arbitrary, unjust and unfair. 

The third common reason why the present foreign value exceeds 
export value issomewhat technical. It arises from the situation where 
a foreign producer sells at two different prices in wholesale quantities 
to jobbers and retailers in his home market. Under the present in- 
terpretation of the term “usual wholesale quantity,” appraisement is 
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made on the basis of the quantity in which the largest number of in- 
dividual transactions occur, which is ordinarily the price level between 
the foreign producer and domestic retailer. The new bills define 
“usual wholesale quantity” in such a manner as to mean the quantities 
in which the greatest aggregate quantity of the merchandise is sold. 
Thus, where retailers in a foreign country do not buy as much as whole- 
salers in those markets, the producer’s wholesale price to retailers will 
be disregarded. 

Although foreign value will be eliminated. I just illustrate the 
difference that will make. 

Another reason why foreign value is higher than export value is 
that certain merchandise is sold in the home market to all purchasers, 
but is exported to the United States by the foreign producer to an 
exclusive selling representative here. Under the present law, sales 
to an exclusive distributor are ruled out, but the proposed legislation 
will permit the establishment of an export value on the basis of exports 
to one or more selected exclusive agents, provided the prices paid by 
such agents fairly reflect the market value of the merchandise. 

Tn conclusion, we should like to comment on section 3 of the bill 
which proposes a new system for the conversion of foreign currency 
for customs purposes. We approve the proposed amendment to sec- 
tion 522 (c) of the Tariff Act which relates to daily certification to 
the Secretary of the Treasury by the Federal Reserve Bank of New 
York. We regret that no proposal was made to change section 522 (a) 
and (b) which contain the obsolete mint-par-value provisions. The 
retention of this system, which dates back to 1894, over 60 years ago, 
requires the Director of the Mint to make a quarterly estimate of the 
pure metal content of foreign currency as related to the legal gold 
content of the United States dollar. Based on these estimates, the 
Secretary of the Treasury is required to issue a quarterly proclama- 
tion which is an absolutely meaningless exercise. For example, on 
April 1, 1955, the proclamation showed a value for the Swedish krona 
of $0.4537 in contrast to the Federal Reserve bank certified rate for 
that currency on the same day for $0.19333. Of course, as the 1914 
rate varied by more than 5 percent from 45.37-cent rate, the Federal 
Reserve bank rate was used and the quarterly proclaimed rate was 
ignored for customs purposes. 

I might say that with regard to that April 1 proclamation, the cur- 
rency of Finland, the markka, was proclaimed by the Secretary, fol- 
lowing the determination by the Director of the Mint, at 4.26 cents, 
whereas the Federal Reserve bank rate was $1.435401, or four-tenths 
of a cent compared with the 4-cent rate in the proclamation. 

In connection with the proposed revision of section 522, we might 
suggest that this section be amended to require the Federal Reserve 
Bank of New York to certify on July 1 each year the par values ex- 
oressed in United States dollars which the bank finds are maintained 
»y foreign countries for their respective currencies, and have those 
values proclaimed annually. 

The Cuairman. Does that complete your statement ? 

Mr. Rapcurrre. Yes. 

The Cuarmman. We thank you for your appearance and for the 
information that you have given the committee. Are there any ques- 
tions? If not, we thank you, sir 
The Cuamman. The next witness is Mr. John C. Lynn. 
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STATEMENT OF HERBERT HARRIS, LEGISLATIVE STAFF, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Harris. I would like to appear here for Mr. Lynn, who is out 
of town and submit our statement for the record. 

The Cuairman. Without objection, it is so ordered. 

We appreciate your appearance and the statement that you have 
given the committee. 

(The statement referred to is as follows:) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION WITH REGARD TO H. R. 
6040, CustoMs SIMPLIFICATION AcT oF 1955, By JoHN C. LYNN, LEGISLATIVE 
DIRECTOR 


We appreciate the opportunity to present the views of the American Farm 
Bureau Federation to this committee with regard to H. R. 6040, the Customs Sim- 
plification Act of 1955. The Farm Bureau represents 1,609,461 farm families 
who through their elected delegates have formulated and adopted policies which 
in their judgement will best achieve the national interest. 

The views which we express here are based on their policies. 

In 1955, as in previous years, the Farm Bureau recognizes the importance of 
international trade: 

“For an economy to be dynamic and expanding, goods and capital must flow 
freely. This requires world trade and world investment, with governments en- 
couraging private investment and stimulating trade as an outlet for the increasing 
productivity of the world’s farms and factories. This approach requires syste- 
matic abandonment of policies directed toward restriction of the production 
and distribution of goods and services throughout the world.” 

To achieve this objective, we have vigorously supported the reciprocal-trade 
program. However, proper administration of our customs laws is equally im- 
portant with the systematic reduction of tariffs. On this point, Farm Pureau 
1955 policy states: 

“In order to increase and continue the opportunity for customer nations to 
earn dollars with which to pay for United States products, we recommend that 
the United States use its leadership to bring about realistic trade agreements 
and trade arrangements among free nations to reduce trade barriers progressively 
und to expand mutually advantageous private trade. For this purpose the United 
States should: * * * Enact legislation to further revise and simplify United 
States customs laws, regulations, and procedure.” 

We believe that the provisions in the bill which change the currency-conversion 
method present no danger and would assist in a more efficient administration of 
the law, The repeal of certain obsolete provisions of the customs law as provided 
for in section 4 of the bill would also seem to be appropriate. 

For this reason we wish to confine our comments to section 2 of the bill which, 
among other things, provides for “export value” to be the preferred method 
of valuation and eliminates the use of “foreign value.” Foreign value presently 
must be used if it is the higher of the two. 


USE OF FOREIGN VALUE CAUSED CONFUSION 


The determination of foreign value on all products subject to an ad valorem 
duty has proved to be a cumbersome and often protracted undertaking. Fre- 
quently an investigation in the exporting country is necessary. This time-con- 
suming job becomes especially difficult when domestic sellers in the foreign coun- 
try have no incentive to reveal information concerning their sales. The un- 
certainty and delay puts the exporter at a disadvantage, sometimes requiring 
him to wait months before knowing the amount of duty he must pay. Despite 
a sustained effort by the Bureau of Customs to reduce the large backlog of 
imports awaiting appraisement, as of March 31, 1955, over 39,000 invoices were 
being held by the collector awaiting foreign investigations. In addition, the 
result is often an unjust valuation since it is based on small quantity sales rather 
than the larger quantities normally sold in export. By eliminating the injustice 
and confusion resulting from this provision, the Farm Bureau feels that addi- 
tional import sales will be made possible and additional dollar credits will be 
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available, to purchase our export products. Certainly, it would be a means “to 
expand mutually advantageous private trade.” 

It would also result in a considerable savings in the administrative expense of 
the Bureau of Customs and Department of State by eliminating the necessity for 
many extensive foreign investigations. 


EXPORT VALUE BEST REFLECTS COMMERCIAL VALUE 


We would like to emphasize, at this point, that the valuation of an article 
for purpose of assessing a duty should correspond as closely as possible to the 
real commercial value of the product. The use of export value best reflects com- 
mercial value primarily because it determines price for quantities in which the 
product is normally sold in export. Therefore, any change in duties resulting 
from the elimination of the use of foreign value would be caused by the dis- 
carding of a fictitious value for an article. It is not clear to us why any domestic 
industry has a moral or legal right to have imported articles valued at 2 
fictitious level. 

PROVISIONS HAVE BEEN PREVIOUSLY CONSIDERED 


These advantages have been recognized by the House and substantially the 
same provisions were contained in a bill (H. R. 6584) which the House passed 
in 1953. The bill was never reported out of committee in the Senate. Since this 
change in the method of valuation would in some cases effect a decrease in 
individual tariffs, it was felt that a review of these possible adjustments would 
be necessary. A survey has been made by the Bureau of Customs which we 
believe adequately demonstrates the effects that this change will have. 


SURVEY RY BUREAU OF CUSTOMS 


The Bureau of Customs survey reveals three facts which we would like to 
point out: 

1. In 1954 only 13.4 percent of the total value of United States imports would 
have been affected by the proposed change in the method of valuation. 

2. The valuation of these imports would have been decreased by 2.5 percent. 

3. The actual duties collected would have been decreased by only 0.9 of 1 
percent. 

Although these statistics indicate slight effect on overall duties, some may fear 
that there will be a severe reduction on certain individual products. We feel 
that Custom’s survey does not substantiate such a fear. 

We can find no evidence that any individual product or industry will be mate- 
rially affected by this change. 

Of course, under the usual conditions, an industry that feels that imports have 
inereased so as to cause or threaten serious injury can obtain relief through the 
escape clause of the Tariff Act. 


PROTECTION AGAINST DUMPING 


This change in the method of valuation does not permit foreign merchandise 
to be sold in the United States at less than its fair value when an industry in 
the United States is being, or is likely to be, injured. The Antidumping Act of 
1921 provides complete protection in such cases by imposing a special dumping 
duty. H. R. 6040 will not affect or diminish this protection in any way. 


BENEFITS JUSTIFY EFFORT 


mea adjustments may be necessary, but we feel the benefits obtained justify 
the effort. 

A just and equitable administration of our tariff laws requires: 

1. Valuations which are as close as possible to the real commercial value of 
the products being imported. 

2. Valuations which are uniform and not subject to unwarranted delays. 

We feel that the enactment of H. R. 6040 will do much to accomplish these 
objectives. 

In this manner we will have taken an important step forward in encouraging 
the expansion of international trade. The American farmer feels that this is 
one of the most important factors in securing the prosperity and security of the 
United States and the nations of the free world. 
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Mr. Mitts. I have one question. Mr. Harris, does your statement 
largely endorse the bill before the committee? 

Mr. Harris. Yes; it does. We earnestly urge the passage of this 
legislation. 

"The Cuarrman. We thank you for your appearance. The next wit- 
ness is Mr. J. C. Heraper. 

Please give your name, address, and the capacity in which you 
appear. 

Mr. Herarer. Yes. 


STATEMENT OF J. C. HERAPER, CHAIRMAN, IMPORT AND CUSTOMS 
COMMITTEE, DETROIT BOARD OF COMMERCE 


Mr. Herarer. My name is J. C. Heraper. I am employed by the 
J. L. Hudson Co., of Detroit, in the capacity of import manager. Inci- 
dentally, I am the only one who is directly involved in the problem 
of customs procedures because we handle all of our importation in 
Detroit. I am also chairman of the import and customs committee 
of the Detroit Board of Commerce. 

I wish to thank the committee for providing this opportunity for 
me to testify on this proposed legislation. The testimony offered is 
in behalf of both the Detroit Board of Commerce, where I am chair- 
man of the import and customs committee, and the J. L. Hudson Co., 
of Detroit. 

The Detroit board is a Michigan nonprofit corporation of approxi- 
mately 7,000 members representing about 3,800 industrial and com- 
mercial enterprises. It was organized to promote the civic, commer- 
cial, and industrial progress of the city, which now has a population 
of about 1,900,000. Approximately 3 million live in the Detroit metro- 
politan area. 

The J. L. Hudson Co., also a Michigan corporation, owns and oper- 
ates two large department stores in the Detroit metropolitan area. 
It employs approximately 13,000 as an average, and we feel its mer- 
chandise has become an integral part of the lives of the people who 
live in southeastern Michigan. 

Both the Detroit Board of Commerce and the J. L. Hudson Co. 
have a substantial interest in the ease or complexity with which goods 
can be imported into the United States. It has been the experience 
at Detroit, which is a major port of entry, that under the present 
customs laws there have been delays and other annoyances of various 
sorts in the entry of merchandise. The operations of the Customs 
Service have been greatly improved by the discard of archaic and 
unnecessary procedures, made possible by the enactment of the Cus- 
toms Simplification Act of 1953 and the Customs Simplification Act 
of 1954. The rate of liquidation of entries has increased, and the back- 
log has been substantially reduced. 

There is still much to be done with the task of simplification. We 
feel that the provisions of H. R. 6040 merit our support as they would 
accomplish much toward further simplification. H. R. 6040 contains 
provisions similar to those contained in other bills which the Detroit 
Board of Commerce previously supported before this committee. 

In the stores of the J. L. Hudson Co. we sell foreign-made mer- 
chandise which we not only buy direct from foreign “countries but 
also from importers in this country. as well. The imported goods 
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which we bring in direct from foreign manufacturers are cleared 
through customs by our own staff. While our total volume of imports 
is smal] compared with our total operation—actually less than 5 per- 
cent—and if I may digress, I would like to phrase that another way 
to emphasize that more than 95 percent of the merchandise which we 
sell in our store is made in this country. I think that there is a some- 
what exaggerated idea of the amount of imported merchandise being 
brought into the United States—the range of our imported products 
is large and extremely varied. It includes such items as foodstuffs, 
garden bulbs, infants’ wear, rugs, chinaware, gloves, leather goods, 
linens, and so forth. We feel that the inclusion of imported items in 
our stocks enables us to make our stores different from other stores 
in our country and to make them more interesting to our customers. 

This wide variety of imported merchandise has given us a great 
deal of experience with the problems arising from the provisions of 
the Tariff Act. In the course of its business, The J. L. Hudson Co. 
has a continuous program of trying to simplify procedures and keep 
at a minimum its operating expenses. It is gratifying to note the 
aforementioned simplification already approved by Congress. 

If I may digress again, we have been able to simplify our own 
handling of imported merchandise in the store because of these pre- 
vious simplications, 

The provision in H. R. 6040 eliminating the use of home market 
values in appraising merchandise is a much needed simplification. 
Most of our foreign manufacturers are relatively small and do not 
understand the necessity for providing the complicated price infor- 
mation required by the existing Tariff Act. We frequently have to 
write to our foreign offices and to manufacturers abroad to get sup- 
plementary information. This is not only time consuming, but we 
have uncertainty frequently extending over months of not knowing 
what our final appraised values will be. 

On practically all our shipments we can readily establish export 
prices as defined in H. R. 6040. 

In some instances our export prices are and will be slightly below 
the home market selling prices. We estimate this will little affect 
the total amount of duty paid by us. Our average duty rate on all 
our imported merchandise was 30 percent in 1954. 

If I may digress again, I noticed in the statement made by Mr. 

tose that the average duty rate was in the neighborhood of 14 or 15 
percent. Ours is considerably higher because of the nature of the 
goods that we buy. <A lot of the merchandise consists of merchan- 
dise like china, glassware, and embroidered goods, fancy goods, all of 
which take rates of duty from 35 percent up to 50 percent and even 
higher. 

It is doubtful if on all of our foreign purchases we obtained price 
concessions as much as 5 per cent overall. 

Our support of H. R. 6040 is not for the purpose of lowering duty 
rates in an indirect manner. It is to make it easier for foreign manu- 
facturers to do business over here and to remove the delays and un- 
certainties now existing in the appraisement of imported goods, which 
will be to the benefit of United States importers and to the customs 
service itself. 

We, therefore, urge this committee to favorably report this bill back 
to the House of Representatives. 
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The Coatrman. Does that complete your statement ? 

Mr. Herarer. Yes. 

The CHatrman. We thank you for your appearance and the infor- 
mation that you have given the committee. 

Are there any questions? 

Mr. Jenkins. The last paragraph on the bottom of page 2 of your 
statement is rather short, but 1 thmk it is very significant. You say: 

On practically all of our shipments we can readily establish export prices as 
defined in H. R. 6040. 

Mr. Herarer. Yes. 

Mr. Jenkins. What class of business will have the most difficulty 
in establishing export prices on goods that they bring into the coun- 
try’ You say that you do not ‘have much trouble. What class of 
business would have trouble? 

Mr. Heraper. | am afraid that I cannot answer that. 

Mr. Jenxrns. I can understand that it might be beyond your ex- 
perience. 

Mr. Herarer. I think it is because of the familiarity of our opera- 
tion by customs, and our contact with customs. I think we have a 
good reputation with customs in Detroit and we have furnished more 
or less reliable information at the time of entry through customs. 

The major problems arising in valuation come when other stores 

in the country buy the same thing we do and sometimes they pay at 
higher prices than we and sometimes at lower prices. I think that 
it would make it much easier for stores of our type if we could be 
appraised on the export prices instead of having to go back to all the 
manufacturers who are very small on the whole. ‘Tt is exceptional 
to have a manufacturer who will employ 500 or 1,000 employees. 
Most of them do not know the English language. I have found a lot 
of them are very surprised when “they find that our merchandise is 
appraised on the higher of the export or home market value. 
May I also comment here? You asked a question of Mr. Rose 
about foreign manufacturers would “more and more frequently lower 
prices because this export or home market value clause was elimi- 
nated.” I do not believe that to be so because at the present time we 
get concessions, of course. The duty rate is claiees low. Thirty 
percent for us is not much of a penalty to induce a manufacture not 
to quote us a lower price for the home market. 

Mr. Kean. Would this new system mean that you would pay a duty 
based more closely a the actual price which you paid for the goods 
than the old system ? 

Mr. Heraper. It would; yes. 

Mr. Surpson. If I understand you correctly, your buying agents go 
abroad. Would they not be pretty rough with people over there and 
try to get as low a price as they could ‘for the United States market 
only ? “You would expect them to buy as cheaply as they could. 

Mr. Herarer. We certainly do. 

Mr. Stmpson. Where they get a cheaper price under this bill, but 
for the United States only, not for the rest of the world, I think that 
it would be profitable to your business to know that if your men 
were good traders they would get a preferred price for the United 
States. 

Mr. Herarer. I do not believe that would be any more the case 
under this bill than it is at the presen time. 
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Mr. Smapson. You think not? 

Mr. Heraper. The inducement is not enough. On top of that | 
might say that our buyers, when they go to Europe, do not appreciate 
this difference between the home market value and the foreign market 
value. I was over there myself, and in the course of bargaining with 
a manufacturer it somehow did not enter my mind that I was going 
to pay duty on the home market price because the difference is rela- 
tively small. 

Mr. Suwpson. Thank you very much. 

The Cuamrman. We thank you for your appearance and the in- 
formation that you have given the committee. 

The committee will now stand adjourned until 10 o’clock tomorrow 
morning. 


(Whereupon, at 11:30 a. m., the committee adjourned to meet 
the following day at 10 a. m.) 
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TUESDAY, MAY 24, 1955 


Howse or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., in the committee room of the House 
Committee on Ways and Means, the Honorable Jere Cooper (chair- 
man) presiding. 

The CHamrMan. The committee will be in order. 

The first witness appearing on the calendar this morning is Mr. 
Stacey Bender, Jr. 

Will you please give your name and address and the capacity in 
which you appear, for the record ¢ 


STATEMENT OF STACEY BENDER, JR., APPEARING IN BEHALF OF 
THE ASSOCIATION OF AMERICAN PORT AUTHORITIES AND THE 
NORTH ATLANTIC PORTS ASSOCIATION, INC. 


Mr. Benper. My name is Stacey Bender, Jr., and I am director of 
the export and import bureau of the Baltimore Association of Com- 
merce. 

However, today I appear in behalf of two organizations; one, the 
Association of American Port Authorities, and the other, the North 
Atlantic Ports Association, Inc. 

I would like first to read my brief in behalf of the American Asso- 
ciation of Port Authorities, Mr. Chairman. 

Membership of the American Association of Port Authorities, 
which is a nonprofit organization, is made up of the responsible public 
agencies of all the principal United States ports and other individ- 
uals, boards, commissions, and organizations interested in promoting 
the objectives of the association. These objectives are— 
to exchange information relative to port construction, maintenance, operation, 
organization, administration, and management; to formulate policies and plans, 
to standardize and establish uniformity in the operation, construction, and man- 
agement of port facilities, and to recommend to the various ports represented in 
the association the adoption thereof; and to promote city, State, and national 
publicity of all port affairs and the development and encouragement of water- 
borne transportation. 

Membership encompasses 55 United States ports, where 40,000 
ships called in 1953, and which left more than $20 billion in labor, 
services, repairs, fuel, and other local expenses. 

The American Association of Port Authorities has long studied the 
problems attendant to increased trade, greater diversification of trade, 
and equitable means by which such commerce could be physically han- 
dled in the several ports with greater dispatch. In point of fact, a 
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resolution unanimously agreed to by United States members only, and 
reaffirmed at the most recent national convention in San Francisco 
last November, states in part— 

the system of entering import commodities in the United States * * * has be 
come complicated, unwieldy, and antiquated. 

it was my privilege to appear before you gentlemen in support of 
the Trade Agreements Act of 1955 (H. R. 1). The needs of the 
people of the ‘United States to increase foreign trade were basic, and 
the bill, mirroring the intent of so many unselfish Americ: ANS, could 
not have had more decisive treatment before this committee, and 
later, the Congress. The subject bill, not nearly as widely publicized 
as H. R. 1, is just as basic. Whereas H.R. 1 proposed that tariff bar- 
riers be relaxed, the subject bill proposes that the present wall of 
paper documentation be made less perplexing, more easily under- 
standable. Present customs regulations virtually demand that a cus- 
toms entry on some commerce from some countries of or igin be a per- 
formance of administrative legerdemain on the part of either the im- 
porter or his customs broker. 

The American Association of Port Authorities heartily endorses the 
pending legislation as a necessary step to the implementation of in- 
creased two-way foreign commerce. i increased imports are facili- 
tated, so will our export market expand. 

There will be those who will propose that this legislation should 
not be acted upon favorably because no other country has made, or is 
malzing, a similar gesture, and that trade expansion cannot be accom- 
plisiied by the United States alone. Here, as in every other field of 
accomplishment, leadership is the priceless ingredient. Whether we 
enjoy wearing that mantle or not, it is incumbent upon us to assume 
the role, sure in the knowledge that, held in such high esteem, others 
will follow. 

There will be those, perhaps more qualified than I, who will urge 
maintenance of the status quo, possibly excepting only section 4, or 
parts thereof, to criticism. It should be borne in mind that increased 
importations ‘depend solely upon importers and prospective importers, 
and decisions in regard to this legislation should be made only after 
consultation with customs experts whose purpose is the generation of 
increased commerce. 

Commerce means prosperity; more commerce means more pros- 
perity. The American Association of Port Authorities, mindful that 
delays in performance of customs formalities act to increase pier occu- 
pancy, endorse this legislation as a forward step in the implementation 
of an expanding economy. 

The CuatrmMan. Does that complete your first statement ? 

Mr. Benner. That is my first statement. I have a brief one for 
the North Atlantic Ports Association. 

a he North Atlantic Ports Association, Inc., is comprised of public 
and private marine terminal operators located on the United States 
North Atlantic coast within the States of Maine, New Hampshire, 
Massachusetts, Rhode Island, Connecticut, New York, New Jersey, 
Pennsylvania, Delaware, Maryland, and Virginia, as well as con- 
sulting harbor engineers, stevedores, bankers, marine insurance under- 
writers, shipping ¢ companies, import and export firms, commercial or- 
canizations, and others. The objects and purposes of this associa- 
tion are to encourage and promote: 
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a) World trade; 
ts Development of foreign and domestic commerce to and from 
all United States North Atlantic ports; 

(c) Development of ports along sound economic lines, including 
operations and maintenance, engineering, design, construction, ad- 
ministration, management, and so forth; 

(d) Standardization of the descriptions of rules and of services; 

(e) Exchange of ideas and information on all port activities. 

The foreign waterborne commerce of the member ports in 1953, 
the latest full year of record, was 119,758,100 short tons, or 55.97 
percent of the total foreign wateborne commerce of the entire 
United States during this same period. Import commerce accounted 
for 91,863,950 short tons of this figure, or 76.71 percent. It will be 
readily seen that, in point of tonnage figures, import commerce 
amounts to more than three times the export total. The exact im- 
pact of foreign commerce on the economic well-being of the popula- 
tion of the North Atlantic ports range would be a virtually unat- 
tainable figure, but it is definitely known that a ton of import iron 
ore has an impact of over $2, whereas a ton of general cargo can 
produce as hich as $11. 

The tremendous dependence of large portions of the population 
of this area has become a matter of record. 

Every ton, every pound of this import commerce was subject 
to various types of entry under existing customs regulations, even 
when no duties were assessable. The complexity of customs regu- 
lations has been a matter of concern to the people of the United 
States over a long period of time, and in spite of the acts of both 
1953 and 1954, much remains to be accomplished. 

One of the principal causes of such concern has long been the 
manner in which a dutiable value, equitable to all parties to the im- 
portation, could -be determined. Among other provisions, the 
value section of the pending legislation is considered to be a great step 
forward in the general objective of customs simplification. 

Handling freight costs money. Moving freight costs money. Val- 
uable port facilities occupied by freight delayed by customs formalli- 
ties is not only a waste of the facility itself, but is expensive in regard 
to transit inventory costs. An act dedicated to speeding the paper- 
work surrounding import commerce, will, undeniably, speed the com- 
merce itself, and in effect, by reduction of commercial delays, expand 
the facilities of the ports of the North Atlantic range. We urge that 
every favorable consideration be given this legislation and unquali- 
fiedly endorse its passage by the Congress. 

The Cramman. Does that complete your statement, Mr. Bender? 

Mr. Benper. It does. 

The CHamman. We thank you for your appearance and the in- 
formation that you have given the committee. We especially ap- 
preciate your being concise and to the point in your presentation. 

Mr. Jenxkrns. Personally, I have taken a great interest in this legis- 
lation, especially with reference to the changes that it provides for 
evaluation. What do you think of those changes? 

Mr. Benver. I have been authorized to state that the value section 
of the bill is heartily endorsed, sir. I do endorse it indeed. 

Mr. Jenxrns. I think that is one of the strong provisions of the 


bill. 
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Mr. Benner. Yes. 

Mr. Jenkins. And a strong reason for its passage. 

Mr. Benover. Yes. 

The Cuamrman. We thank you for your appearance and the in- 
formation that you have given the committee. 

Mr. Benner. Thank you, Mr. Chairman. 

The Carman. The next witness appearing on the calendar is 
Mr. Tompkins. Is Mr. Tompkins present? 

(No response. ) 

The next witness on the calendar is Mr. O. R. Strackbein. | 

Will you please give your name, address, and the capacity in which 
you appear, for the record. 


SATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, NATIONWIDE COM- 
MITTEE OF INDUSTRY, AGRICULTURE, AND LABOR ON IMPORT- 
EXPORT POLICY 


Mr. Srackxsern. The purpose of this ee ae is to register our 
opposition to section 2 of H. R. 6040 and H. R. 6041. These identical 
bills are offered as customs simplification measures and owe their sup- 
port to this avowed objective. 

Our objection is twofold: (1) Simplification of customs procedures 
would not result from enactment of this bill (H. R. 6040), unless it 
is contemplated that the Antidumping Act of 1921 and the counter- 
vailing duty section of the Tariff Act of 1930 are to be neglected or 
set aside. (2) Both the antidumping and countervailing duty statutes 
would be put in legal jeopardy if not completely nullified by this bill. 

We have a third objection which will be mentioned later. It is a 
fundamental objection to section 2 of the bill as representing bad 
Jegislation, a characterization that could not be made from a reading 
of the bill itself without consideration of its context. 

Returning now to our first objection to the bill, namely, that it would 
not simplify customs procedures unless it involved setting aside of 
antidumping and countervailing duty provisions of existing law, we 
come to the proposal to substitute '‘export. value” for the present 
“foreign value” as a basis of assessing ad valorem rates of duty. 

The export value proposed is itsel ‘ narrowed down in the bill to 
the price on goods for exportation to the United States. 

Not only is this an open invitation to discriminating practices in 
international trade, a practice that we have officially condemned so 
profusely in a succession of world trade conferences; it is an invita- 
tion to use the United States as the dumping ground of the world. 
It is virtually an engraved invitation to cartels and to countries that 
engage in State trading to enter our domestic market with rigged 
prices, tailored to meet the domestic competitive conditions in this 
country. 

Cartels could readily adopt prices for “exportation to the United 
States.” These prices might be lower than those offered to other 
countries but designed specifically for penetration of our market or 
even for driving domestic producers out of business, looking forward 
toward higher prices thereafter. Countries that engage in state trad- 
ing could do the same thing. 

Such lowered prices could be out of relation to the prices charged 


on exports to other countries. That is to say, the export value defined 
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in this bill is the export price for shipment to the United States. 
These prices might be lower than the prices on shipments to other 
countries and still fulfill this law. They could be lower than the 
prices charged for the same product at home, and still meet the specifi- 
cations of this bill. All this could be made possible either by selling 
at cost or below cost and then covering the deficiency by some form 
of bounty, grant, or subsidy. 

Beyond the question of a doubt our acceptance of export value based 
on exportation to the United States would greatly reduce the paper- 
work incident to the present system under which both export value 
and foreign value must be ascertained so that whichever of the two 
is higher may be used for duty assesment. 

However, unless our antidumping and countervailing duty laws are 
to be nullified or greatly impaired, it would still be necessary to ascer- 
tain foreign value. Otherwise there would be no way of knowing 
whether dumping or actionable subsidization was taking place. 

It has been said that our adoption of export value as defined in the 
bill would not prevent action against dumping and subsidization. If, 
however, effective surveillance of import prices is to be maintained 
as a means of detecting dumping and actionable subsidization, there 
could be no saving in man-hours or work. Any possible simplifica- 
tion must come from simplifying methods of obtaining the necessary 
price information. That could be done as readily under the present 
foreign value system as under the substitute proposal, if it were at 
all possible. 

We cannot avoid the conclusion that the substitution of export 
value as defined in H. R. 6040-1 for foreign value and export value as 
now used, would not result in simplification of customs procedures 
unless the gathering of information that now makes possible dumping 
and subsidy detection were dropped. 

It is not to be assumed that the latter is the intent. After all, the 
Treasury Department, is under direction to carry out the Antidump- 
ing Act. The law is not merely permissive. It is mandatory; and 
unless it were repealed or suspended, it is the obligation of the Sec- 
retary of the Treasury to enforce it. 

This brings us to our second objection to section 2 of the two bills. 

This is that passage of this legislation would in fact make a dead 
letter of both the Antidumping Act and section 303 of the Tariff Act 
of 1930 (countervailing duty provision). Perhaps that is the intent 
of the Treasury Department, or, rather, of the State Department, 
since it is the latter that has elbowed its way into control of our 
foreign trade policy. 

It is most difficult to understand how, if an exporter to this country 
complied with our law on customs valuation, as he would do if he gave 
the price of his goods “for exportation to the United States,” he could 
be in violation of another of our laws on the same subject. 

In effect we would say in passing this bill to a foreign exporter, if 
you set forth the price, that is, the “export price” as defined in section 
2 of this statute, you will be in compliance with our legal requirements 
with respect to valuation for duty assessment. 

If such an exporter did then comply fully with our law, how could 
we then say to him “it just so happens that we have another law. In 
complying with our law on valuation you have fallen afoul of another 
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law. You are guilty of dumping;” or “You are subject to a counter- 
vailing duty.” 

Since the present legislation would be subsequent to the laws already 
in effect, it would no doubt take precedence under such a conflict of 
laws. 

We come now to our third objection. 

Some of the complaint of other countries against our custom laws 
is that a considerable element of uncertainty surrounds questions of 
valuation, classification, and so forth, and that this uncertainty is a 
drag on trade. 

We, that is, the executive, in proposing section 2 of the present 
bill, would add to uncertainty of this kind. We would be setting a 
trap, so to speak, for the unwary foreign exporters to this country 
and, for that matter, for foreign exporters who might in all good 
faith try to comply with our valuation requirements. 

Let us suppose that such a shipper were charged with dumping in 
our market. He could immediately reply that the price of his wares 
was the true export price for shipment to the United States as defined 
in our law; and this, let us say, were entirely true. If we then moved 
against him under the Antidumping Act or under section 303 of the 
Tariff Act of 1930 he would be outraged. 

He would be in full compliance with our valuation law, and then 
we would turn around and take action against him under another 
law. 

It would be only a matter of time before we would need another 
customs simplification bill to take the snare out of our customs law. 
We would be accused of having a diversity of laws covering the same 
subject. Such protests would be well founded. It would be bad 
legislation to lead us into such a situation. 

We cannot properly have section 2 of the present bill on the statute 
books along with the Antidumping Act and section 303 of the Tariff 
Act of 1930 (the countervailing duty provision). 

We turn now to section 3 of H. R. 6040. This has to do with foreign 
currency conversion. 

We have no objection to this section unless it were interpreted to 
permit the establishment of multiple rates of exchange for the same 
foreign currency at the same time, that is, more than one rate. 

The language of the section does not seem to provide for multiple 
rates. However, it must be read in the light of present practice or 
possible procedures that might be followed in keeping with the de- 
cision of the Supreme Court in the case of John Barr v. United States 
(C. D. 801). dated July 30, 1943. 

In 1947, Representative Kean, of New Jersey, a member of this 
committee then and now, introduced a bill (H. R. 3810) that would 
have provided for the ascertainment and calculation of a single rate 
of conversion where dual or multiple rates were used by a foreign 
country. The objectives of that bill should be assured before section 
3 of the present bill is approved. Unless that is done we must oppose 
this section no less than section 2. 

The cogency of this opposition to the recognition of multiple rates, 
particularly in a bill ostensibly designed to simplify customs pro- 
cedures, may be recognized from an extract from Report No. 689, 
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80th Congress, 1st session, taken from a letter to the Speaker of the 
House sent by the then Acting Secretary of the Treasury: 

Unless the customs service is to accept unquestioningly and without satis- 
factory verification whatever statements the importers choose to make regard- 
ing the rates of exchange actually used in their transactions and more especially 
regarding the foreign currency laws, regulations, decrees, and (perhaps unpub- 
lished) individual rulings of foreign governments concerned, it becomes neces- 
sary to make exhaustive inquiries into the elaborate and constantly changing 
currency measures of many foreign countries, as well as, upon occasion, to 
investigate the details of the currency transactions with respect to particularly 
individual importations, 

Obviously unless abuses of undervaluation, concealment of sub- 
sidies or grants, et cetera, were to be winked at, the Customs Service 
of course could not “accept unquestioningly and without satisfactory 
verification whatever statements the importers” might choose to make. 
The only alternative would be the laborious inquiries outlined in the 
letter. This would not add up to customs simplification. 

Multiple rates should therefore not be recognized and this bill 
should make it clear that such a practice would not be countenanced 
under it. If that were done, we could and would support section 3. 
But multiple-currency practices have certainly the potentiality of 
nullifying our tariff and of reducing at will the protective effect of 
any particular tariff rates. 

The Cuarmrman. Does that complete your statement ? 

Mr. Srracksern. Yes. 

The Cuarrman. We thank you for your appearance and the infor- 
mation that you have given the committee. 

Are there any questions? 

Mr. Jenkins. | notice that you take violent exception to the methods 
of fixing value. That would be your method if none of these are 
satisfactory to you and the great group that you represent ? 

Mr. Srracksern. The present method, Mr. Jenkins, is to take the 
foreign value. The present method is foreign value, and that is the 
value of goods as they are offered and sold in wholesale quantities in 
the home markets of the foreign countries from which shipment is 
made. 

Mr. Jenkins. Could that be remedied if, where we provide for ex- 

port value, we provide that it should be export value to everybody 
and not only to the United States? 
_ Mr. Srracxsetrn. I think that that would be better than export to 
the United States, because you can see where they could single out the 
United States; where a cartel, or a state trading country, could single 
out the United States and provide for lower prices to the United States 
than to the other countries. 

Mr. Jenkins. Let me ask you how much more difficult would it be, 
or time would it take, or money would it cost, to compel them to give 
a detail of every piece they make to everybody, than having our ex- 
perts go and find out what their sales values are 

Mr. Srrackpern. Mr. Jenkins, today our customs people have to 
determine both the export value and the foreign value and then select 
whichever of the two is higher. Now, if we have export value alone, 
then they do not have to determine what the foreign value is. Under 
those circumstances it would be extremely difficult to know whether 
dumping was taking place or not. Now, if you are going to enforce 
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the Antidumping Act, then you have still got to get this other infor- 
mation so you are exactly nowhere in the way of reducing the amount 
of work involved. You either do not reduce the amount of work 
involved, or you neglect the Antidumping Act, one of the two. 

Mr. Jenxrns. It would seem to me then, according to your disserta- 
tion here, that you think the proper course of action would be for the 
United States to require all shippers to submit their price that they 
offer their goods at to anybody who wants to buy them ? 

Mr. Srrackxsern. If they did that, then you would not have customs 
simplification. That is the point that I am trying to make. 

Mr. Jenkins. You would have more complications ? 

Mr. Srracksetn. It would be more complicated than it is now. 
That is why I say the provisions of this bill do not show on the face 
what they mean; they cannot be understood out of context. I mean 
they cannot be understood unless we consider the Antidumping Act 
and the countervailing duty provisions of our Tariff Act. 

The Crarmman. Any further questions? 

Mr. Srupson. Mr. Strackbein, do you expect, as a matter of fact, 
if there is to be simplification they will use only the value as expressed 
on the invoice as the basis? 

Mr. Srracksern. I should think that would be the tendency, if there 
is to be simplification. 

What do we mean my simplification? It means less paperwork, less 
delay, and so on, less work in ascertaining, or in checking up on the 
values that are expressed in the invies. 

Mr. Srupson. The easy way to do it then would be to take the bill 
that you got from the seller? 

Mr. Srracksertn. The easy way would be to do exactly what this 
letter of the Acting Secretary mentioned, and that is to accept un- 
questioningly the prices shown on the invoice. That would be simpli- 
fication. 

Mr. Suwpson. If they do that, who would protest such procedure? 

Mr. Srracksern. Well, it is difficult to understand who would have 
any inkling or suspicion of dumping under those circumstances. You 
would be guessing in the dark. 

Mr. Srwpson. Eventually though someone would be injured. 

Mr. Srracksein. I assume that sooner or later perhaps a competing 
importer in this country might complain of unfair competition. 
through undervaluation of shipments by a competing importer. The 
competing importer might send his goods at a lower price than the 
other importer, and the other importer would not like it because 
of the competition in this market. A domestic manufacturer also 
might complain. 

Mr. Srwpson. And you are afraid that he might be met with the 
fact that because this is a later law that the antidumping law, he no 
longer has any relief under the antidumping law—the exporter having 
complied with the pricing requirements of this new law? 

Mr. Srracksern. I do not see how, under the circumstances, you 
could go to the exporter and say, “You are in violation of our law.” 
All he would have to do would be to demonstrate that he had complied 
with the provisions of the new law on valuation; that the price that 
he had put in his invoice was the price for exportation to the United 
States as defined in this bill, and he would be in compliance with this 
law. 
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Mr. Stupson. That is one part of the dilemma. Let us say that he 
surmounts that some way or another and he comes into court and 
wants to prove dumping. To do that, I think you pointed out, he has 
to comply with the antidumping law wherein the foreign market 
value is the value that he has to use. 

Mr. SrrackseIn. Yes. 

Mr. Stmpson. Where would he get that figure? 

Mr. Srrackxsern. Then we would either have to send our agents 
overseas, or our consulates or attachés or someone would have to get 
the information on the foreign value and that is just as much work 
under those circumstances as it is under the present circumstances, 
so again, I say, there would be no simplification. 

Mr. Suapson. That is right. I understood from a witness yester- 
day that they would continue to get that information as they go along. 

Mr. Srracksern. If they do, then there is no reduction in man-hours 
or work involved. 

Mr. Stmpson. That is right. 

Why are we doing this?’ Why are we fussing about this at all? Do 
you expect that we will pick up a lot of business by this change in valu- 
ation and greatly increase our imports ? 

Mr. SrracksBeIn. Well, as Mr. Rose said yesterday, it would be very 
difficult to forecast what influence the reduction—such hidden reduc- 
tion in duty as might be involved—would have on imports. 

The point that I am making is that unless you simply neglect the 
information now being gathered, and on which antidumping and 
countervailing duty actions are taken, this does not add up to simpli- 
fication one iota. 

Mr. Srmpson. Why do we have this legislation, to reduce tariffs? 

Mr. Srracksern. It would have the effect of reducing the tariffs 
under some circumstances. 

Mr. Srarson. Do you think that is the purpose of the bill? The 
President did not ask for it on that basis. He asked for it on the 
simplification basis. Someone has written into it this matter of re- 
ducing tariffs. 

Mr. Srracksern. Let me put it this way: If the likely effect were to 
increase the tariff as much as it is likely to decrease or reduce the 
tariff, I am sure that it would not have been brought forward. 

Mr. Srupson. Even though there would be just as much simplifica- 
tion ? 

Mr. Srracksern. And other countries would be objecting to it very 
strenuously. 

Now, I believe the features that have been mentioned here of by- 
passing and sidestepping and circumventing the antidumping and 
— provisions of the law are the principal purposes of this 

ill. 

Mr. Suweson. And would this not be a step toward bringing our 
present practices into conformity with the provisions of the General 
Agreement on Tariffs and Trade ? 

Mr. Srracxksern. I think this is also a step in the design to bring 
our procedures into conformity with the provisions of the General 
Agreement on Tariffs and Trade. 

_ Mr. Srvpson. Did we agree to undertake to bring our general law 
into conformity with that agreement? Unofficially we agree to that. 
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Mr. Srracksetn. I do not know whether we have unofficially agreed 
or not. 

Mr. Srupson. Weare a member. 

Mr. Srrackxsetrn. A number of steps have been taken in that direc- 
tion, and the previous customs simplification bill, the first one intro- 
duced, went much further than this one and undertook, almost across 
the board, to bring our then statute into conformity with the provisions 
of the General Agreement on Tariffs and Trade. That was one round- 
about and indirect way of ratifying that agreement. Many of those 
provisions were taken out of the bill by this very committee at that time. 

The point is this: The General Agreement on Tariffs and Trade 
is only provisionally in effect because it has never been ratified. It is 
only provisionally in effect because it does conflict in a number of 
points with our existing statutes. Now, if by individual bills we 
could so modify our existing statutes to bring them into conformity 
with GATT then the general agreement could be put into effect com- 
pletely and its provisional status overcome. 

Mr. Srupson. I am told that there are quotations in this bill before 
us, word for word, from the General Agreement on Tariffs and Trade, 
and I am further told that one of the motivating causes for this bill 
is to get our law tocomply with GATT. 

Now, in connection with the Reciprocal Trade Agreement Act and 
the extensions that we have had in recent years, as you noted, the 
Senate amended H. R. 1 when it was before them, and providing 
nothing therein could be construed as an endorsement of GATT, 
would you think such an amendment would be appropriate to this bill 
and would be advisable ? 

Mr. Srracxsern. In the first place, I do not think this bill ought to 
pass in its present form. 

Mr. Srpson. I understand. You and I know what I am talking 
about. 

Mr. Srrackeern. I would like to think that over a little. On first 
blush, I would say that it would be appropriate. 

The Cuatrman. Mr. Kean. 

Mr. Kean. Mr. Strackbein, I gather the purpose of your objection 
to this bill is not the fact that there is a slight decrease in the tariff 
on certain items—you do not even mention that in your statement on 
any occasion—but it is more on the broader purpose ? 

Mr. Srracxsetn. That is generally true, although there are some 
industries that could be well interested in the incidental reduction in 
the duty that will take place. I am not speaking for them. 

Mr. Kean. You are not objecting to the bill on that basis? 

Mr. Srracksien. That is not the principal concern, no. I simply 
am leaving that to other people whose particular industries would be 
affected in that way. That is entirely true. 

The Cuatrman. Is it correct, Mr. Strackbein, to assume your main 
objection to the pending bill relates to its effect upon countervailing 
duties and the antidumping law that you have mentioned? 

Mr. Srracksern. That is correct. 

The CrHatrman. Were you present yesterday to hear Mr. Rose’s 
testimony ? 

Mr. Srrackeein. I was, and I heard him. 
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The Carman. I just invite your attention to this statement made 
by Mr. Rose in response to a question asked by Mr. Simpson: 

This law would not affect in any way either the provision of the present stat- 
ute regarding countervailing duties against subsidization, or regarding the im- 
position of antidumping duties. It in no way diminishes the protection afforded 
by those statutes to American manufacturers. 

That is a very clear statement; is it not ? 

Mr. SrracksEin. May I respectfully say that I am in complete dis- 
agreement with Mr. Rose’s statement? I do not think that is a sound 
statement. I think that it would have the effect that I indicated in my 
statement. 

The Cuarrman. We thank you for your appearance and for the in- 
formation that you have given the committee. 

Mr. Srracksern. I thank you, Mr. Chairman. 

The Cuarrman. I understand that Mr. Tompkins is now present. 

Please give your name, address and the capacity in which you ap- 
pear for the record. 


STATEMENT OF ALLERTON deCORMIS TOMPKINS, UNITED STATES 
COUNCIL OF THE INTERNATIONAL CHAMBER OF COMMERCE 


Mr. Tompxtns. My name is Allerton deCormis Tompkins, 44 
Whitehall Street, New York, N. Y. I am a member of the committee 
on trade barriers of the United States council of the International 
Chamber of Commerce. I am an attorney and specialize in customs 
law. 

I appear today on behalf of the United States council to urge that 
the Congress enact H. R. 6040, the Customs Simplification Act of 


1955. Weare satisfied that the enactment of this law will be in the best 
economical and political interests of the United States. 

The United States council is an association of private business firms 
and associations. It represents the interests of the American business 
community in the International Chamber of Commerce. Through the 
international chamber it is associated with similar groups in 34 
countries. 

If I may be permitted to digress a minute, I wish to mention the fact 
that Mr. George Sloan, who has just been elected the president again 
of the International Chamber of Commerce in Japan this past week, 
died on Friday, and I regret that I must make that announcement 
formally. It is a source of great regret to all of his friends and 
associates. 

The United States council believes that the economic welfare and 
political interests and security of the United States depend largely 
upon an expanding world tr: ade through international business trans- 
actions between individuals and private firms. 

Although imports constitute only a relatively small proportion of 
our total production (about 4 percent of national income), they repre- 
sent a large share of world trade (about 15 percent of total imports). 

The foregoing figures are derived from the staff papers presented 
to the Commission on For eign Economic Policy in February 1954, 
the so-called staff of the Randall Commission. 

Our customs policies are therefore felt with force abroad. The 
United States stands as a symbol to the rest of the world of an economy 
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based on principles of freedom of enterprise. The action our country 
takes in removing trade restrictions will be a potent factor on whether 
the barriers to international trade will be increased or decreased by 
the other free nations of the world. It is important, therefore, that 
the United States divest itself of cumbersome and unbusinesslike 
import restrictions and procedures. 

In the field of international trade as in all other fields, the business- 
man should be subject to clear and understandable laws and adminis- 
trative procedures. 

It is immaterial whether the end result of this proposed law will 
tend to decrease duties explicitly, or increase duties explicitly, but irre- 
spective of this factor the important thing is to remove trade barriers 
that exist and which now exist in the obsolete dutiable value laws of 
this country. 

The United States council believes it most important to revise the 
obsolete dutiable value laws of this country so as to make them more 
understandable and in conformity with commercial values. This 
revision of the dutiable value laws should provide for three basic 
principles. First, the new law should be based on procedures which 
will tend to avoid unreasonable delays in the appraisement of goods. 
Secondly, these procedures should be such as will permit importers to 
determine in advance with reasonable certainty the duties they will 
be required to pay. Thirdly, the values under these procedures should 
reflect the actual commercial value of the imported goods as shown 
in the invoice prices for the bulk of merchandise arriving in the 
United States. H. R. 6040 seems to meet these basic requirements. 

The elimination of “foreign value” as a basis for dutiable value, as 
proposed in the present law, will avoid the uncertainties and long 
delays that have been the rule while investigations have heretofore 
been made by importers and customs officials about detailed marketing 
factors in the country of exportation. 

American businessmen and customs officials can be, and usually are, 
informed about the prices at which foreign goods are sold to im- 
porters in this country. It will thus be possible for importers to deter- 
mine in advance with reasonable certainty what their dutiable values 
will be, particularly where trade conditions are normal. Moreover, 
the proposed definitions relating to export value and to the United 
States value should tend to reflect the actual commercial value of 
imported merchandise. 

While our wholehearted support is given to the basic principles 
set forth in H. R. 6040 there are a number of technicalities that 
should be corrected in order to insure the smooth operation of this 
law. We therefore urge for your careful consideration the following 
technical corrections. 

1. The following language should be inserted in line 11 as well as 
in line 15 on page 7, dealing with the definition of “such and similar 
merchandise”— 


merchandise which is approximately equal in commercial value and is identical 
in physical characteristics with * * * 

Two articles frequently have identical physical characteristics but 
have entirely different commercial values due to nonphysical qualities. 
For example, 2 fruit plants subject to duty at 1214 percent ad valorem 
under paragraph 755 with identical physical characteristics may have 
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an entirely different commercial value because one of them has a 
quality not present in the other such as the resistance to a disease 
or to a destructive fungus. The disease-resisting plant under normal 
conditions would have a much greater commercial value than the 
other nonresisting plant. This factor is very important in the com- 
mercial world and it should be recognized by the customs laws. 

Since the Congress is being urged to use the phraseology “approxi- 
mately equal in commercial value” on line 24 of page 7 of this proposed 
law, we feel that this same language can be used appropriately on lines 
11 and 15 of page 7. 

2. The following change should be made on line 21 of page 3 dealing 
with the allowances or deductions to be made in determining a United 
States value. 


* * * Federal taxes (currently) paid or payable on such or similar mer- 
chandise * * * 

The words “paid or” should be inserted in place of “currently.” 

The clause dealing with the above quotation has reference to a 

rototype shipment that has previously been imported into the United 
States. The United States sales price on this previously imported 
prototype merchandise is usually dependent upon cost factors, in- 
cluding duties and taxes that have been assessed upon that particular 
shipment. The sales price might well be different if there were a 
substantial increase or decrease in costs. The duties or taxes assessed 
on this prior prototype shipment frequently bear no relation to the 
duties and taxes that are current when the shipment undergoing 
appraisement arrives in the United States. 

For example, prior to the cancellation of the so-called Chinese Trade 
Agreement (see Presidential Proclamation No. 2954 of November 26, 
1951), the duty on linen embroideries was 60 percent ad valorem. 
After this cancellation the duties were 90 percent ad valorem. Now 
if we have a prototype shipment that was imported prior to this can- 
cellation it would be illogical to deduct a duty at 90 percent where 
the goods were sold in the United States based upon a duty-cost 
factor of only 60 percent. In such a situation an importer would 
receive an unwarrantedly low dutiable value. To the same effect, an 
importer would receive an unwarrantedly high dutiable value on ship- 
ments that arrived in the United States shortly after a duty had been 
reduced under the trade agreement procedure. 

The courts have heretofore held that the duties assessed on the 
prior prototype shipment should be deducted (Reappraisement De- 
cision 3821, 3d division). This is a sound and logical procedure and 
it should not be changed as the proposed law would do. 

3. It will be desirable to insert the following underscored language 
on lines 17 and 18 of page 3 in connection with the establishment of a 
United States value. 

* * * from the place of shipment in the country of exportation to the place of 
delivery in the United States, not including * * * 
The foregoing language will avoid any possible misconstruction. As 
resently worded the place of shipment can just as well mean the place 
in the United States where the American importer ships to the Amer- 
ican buyer. This misconstruction is supported by the fact that the 
next preceding paragraph (lines 10 through 14 on p. 3 of the proposed 
law) refers to conditions as they exist in the American market. 








64 CUSTOMS SIMPLIFICATION ACT OF 1955 


4. Inconnection with the definition of “such or similar merchandise” 
as set forth in point 4 (line 5, p. 7, through line 13, p. 8, of the pro- 
posed law) no consideration is given to the fact that two similar 
articles may have different values by reason of cost factors that can be 
readily determined. Thus, the cost of a dress with a fancy belt would 
normally be higher than the cost of the same dress without the belt, and 
the difference in costs would be reflected by the cost of the belt. A1- 
though the cost of this belt is a factor that can be readily determined, 
the proposed law does not permit customs officials to adjust values of 
similar articles to compensate for this readily determined cost factor. 
We therefore propose for your careful consideration a further sub- 
section to be inserted between lines 3 and 4 on page 8: 

(I) Due consideration shall be given to differences in prices of similar goods 
which are caused by cost factors that can be readily determined. 

The United States Council is also in full accord with the statements 
made by other witnesses before this committee—and which I under- 
stand will be again made before this committee by a witness today— 
who desire to have this law amended so as to require the appraiser to 
reveal the basis of his appraisement. This we feel is a very important 
addition. The law should contain a provision, as recommended by 
other witnesses, which will insure the right to a judicial review of 
an appraiser’s determination of value. There now is room for doubt on 
this point, and this doubt should be eliminated. While I am not ina 
position to comment upon the specific wording of a new provision as 
proposed by Mr. Harry Radcliff of the National Council of American 
Importers, about authorizing the use of invoice values where, due to 
lack of sales of such or similar merchandise, an article cannot meet 
the definition relating to export value, I am in accord with this basic 
idea and urge your committee to consider carefully the desirability 
of using invoice prices for unique articles, such as secondhand articles 
that are not on the market as a class, or dutiable antiques that are 
unique and unusual, where such invoice prices represent the commer- 
cial value. 

In conclusion we urge the adoption of H. R. 6040 and we request 
your careful consideration of the foregoing technical corrections which 
should facilitate the smooth operation of this law. 

Thank you. 

The CHarrman. Does that complete your statement, Mr. Tomp- 
kins? 

Mr. Tompxins. Yes; it does, Mr. Chairman. 

The Cuarrman. We appreciate your appearance and the informa- 
tion given the committee. Are there any questions ? 

Mr. Suwpson. Mr. Chairman ? 

The Cuatrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Tompkins, I am interested i in your endorsement 
of the recommendation that the appraiser be required to reveal the 
basis for his appraisel. Must he do that today ? 

Mr. Tompkins. No, he need not. 

Mr. Stmpson. Would that simplify matters, if he did? 

Mr. Tompkins. Frequently, yes. At the present time an appraiser 
or an examiner might indicate that the appraised value should be a 
dollar. That price is something quite foreign to the importer, who 
may feel that a price of maybe 98 cents is appropriate, and he says to 
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the appraiser, “Where do you get that price of a dollar? I know 
nothing about it.” 

And the appraiser says, “I do not have to tell you what it is, and 
I refuse to tell you, but T insist on your paying on the basis of a dollar. 
Now if the importer investigates he may find, after long investigation, 
that no similar merchandise is sold in the foreign country at a dollar, 
so he says, “The appraiser may be wrong.” And he investigates 
further and finds that no similar merchandise is sold in the United 
States at a dollar; and he investigates further and finds that the cost 
of production is not a dollar. 

Mr. Stwpson. Then what does he do? 

Mr. Tompkins. He goes to court and challenges it, and sets up a 
perfect case, and the appraiser does not put in an iota of evidence, and 
does not submit. No one ever knows where the appraiser got the 
value from, but the burden is always upon the importer to prove 
something that may never have existed. 

Mr. Stvpson. Is that not much simpler than having him go on try- 
ing out all the other schemes? Is it not much simpler just to pick one 
out and say, “This is it” if you want simplification ¢ 

Mr. Tompkins. Well, you cannot pull values—maybe you can, but 
I think it would be most undesirable to pull dutiable values out of thin 
air. They should have a firm basis. 

Mr. Stwpson. But you suggest they have been doing that for awhile. 

Mr. Tomrkrns. I am not suggesting that they have been doing it. 
They can do it under the present law, and it is impossible to check 
upon it. 

Mr. Simpson. If you start checking upon it you get away from 
simplification. That is about as simple a method as I can think of 
now. It may be unfair, and probably is. 

Mr. Tompxtns. No; I do not base it on being unfair. The present 
law, to anyone who is familiar with its operation, is extremely cumber- 
some, obsolete, and noncommercial. One of the largest obstacles to 
trade coming into the United States at the present time isthat. There 
are so many reasons that I could explain all day what they are. But 
it is, from an importers’ point of view—and I represent many different 
importers and come in contact with them frequently—the biggest 
source of complaint, invariably. They say, “Why do they not have 
a dutiable value law that at least has something to do with commercial 
values?” 

Mr. Srrrson. So you make the point that the appraiser should tell 
you how he arrives at his figure. 

On this other point of export value, do you evisage that they will 
merely look at the invoice and from that anybody can look at it and 
see what the basis of the appraisal is? Is that all they need do? 

Mr. Tomextns. No; I do not say that. An invoice value ordinarily 
reflects the actual commercial worth. 

Mr. Smureson. What will they do under this bill in order to find the 
base, that they do not. do under existing law? 

Mr. Tomrxtns. What will appraisers do? 

Mr. Srarpson. Yes. 

Mr. Tompkins. There will be no need for a foreign investigation 
to determine any detailed cost factor in a foreign country. That is 
probably the most important thing that this bill will do. 
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Mr. Suwpson. Yet we were told yesterday in connection with the 
possibility of antidumping procedures they would have to have just 
those figures. They would have to have them. 

Mr. Tompkins. Again, from a practical experience aspect and from 
my experience as a customs attorney I know that the dutiable value 
problem arises on every shipment, but dumping arises only where 
there has been a complaint. 

I am not in a position to give a concrete example of statistics, but 
it isa very, very small fraction where the possibility of dumping might 
exist. Even where there is a possibility of dumping they may never 
be a complaint, so that it is only in rare instances that it is desirable 
or necessary to make a dumping investigation. 

Mr. Srtmpson. Do you make the investigation only after the com- 
plaint is made, or is there a continuing record of the prices! 

Mr. Tompkins. Well, under the present law there is a possibility of 
dumping only when some injury is being given to an industry. If no 
industry is being injured of course there should be no ground for 
dumping. 

Mr. Sreson. I thought that they had to keep a continuing run or 
record of costs in the foreign country, for the foreign values and so 
on. Asa matter of fact, I think they do that. I think Mr. Rose testi- 
fied that way yesterday. 

Mr. Tompkins. Under the present law the customs officials have to 
do that because foreign value 1s one of the primary bases for value. 

Mr. Smorrson. It still is of prime importance in the event of proceed- 
ing under the antidumping law. 

Mr. Tompkins. That is correct. Quite true. Wherever there is a 
complaint of dumping there would have to be an investigation of 
foreign market conditions, but that would be a rare and exceptional 
thing and it would not be necessary in every appraisement that is 
made. 

Mr. Srupson. I see. Thank you very much. 

The Cuatrman. Are there any further questions? If not, we thank 
you for your appearance and the information given the committee. 

Mr. Tompkins. Thank you. 

The CHatrman. The next witness is Mr. J. Bradley Colburn. Will 
you come forward, please, sir, and please give your name, address, and 
the capacity in which you appear, for the record. 


STATEMENT OF J. BRADLEY COLBURN, REPRESENTING THE 
ASSOCIATION OF THE CUSTOMS BAR 


Mr. Corsurn. Mr. Chairman, my name is J. Bradley Colburn. I 
appear before the committee this morning representing the Associa- 
tion of the Customs Bar. 

The Association of the Customs Bar is an organization of lawyers 
specializing primarily in the practice of customs law before the United 
States Customs Court, the Court of Customs and Patent Appeals, 
the Treasury Department, and other departments of the Government 
concerned with customs and tariff matters. Fe 

The statement presented represents the composite views and spe- 
cialized experience of these members of the bar. As a bar association 
we do not feel it to be proper to present arguments to your committee 
on matters of policy which involve economic questions only and 
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therefore, every effort has been made to confine this presentation to 
matters which Sher directly or indirectly on judicial review of admin- 
istrative action or decision. 

The right of an importer for a full judicial review of any question 
involved in the appraisement and classification of imported merchan- 
dise has been firmly established as a part of our national policy for 
many years. American manufacturers also have the same right on 
merchandise competitive with articles of American manufacture. 
Changes proposed in the existing law raise serious question whether 
these broad rights of review would be modified or impaired. 

Representatives of the Treasury Department have stated to the 
committee that no change in the Wisse of customs appraisers or 
the Customs Court is intended to be made in the proposed bill. The 
bar association, of course, accepts that statement without any reser- 
vation. We believe, however, that some of the changes suggested 
may raise serious doubts which should be resolved by express language 
to remove any possibility of restriction on or removal of the historic 
right of all parties to judicial review. We suggest there can be no 
possible objection to qualifying amendments which will give definite 
expression to that congressional purpose. 

Under the present law, section 402 (b) of the Tariff Act of 1930, 
decisions of the appraiser that foreign value, export value, or United 
States value cannot be satisfactorily ascertained, are specifically made 
subject to review by the courts in reappraisement proceedings under 
section 501 of that act. The bill, H. R. 6040, omits this provision. 

The United States Customs Court and the Court of Customs and 
Patent Appeals have, for many years, exercised jurisdiction and de- 
cided thousands of cases involving findings of the appraiser that 
one or the other basis of value did or did not exist. Congress is, of 
course, presumed to have a specific purpose in mind when it omits 
language of long standing or modifies such language. Omission of 
the provisions of section 402 (b), therefore, may well raise serious 
question whether Congress intended to abolish judicial review of 
actions of the appraiser in this regard. To resolve any such doubt 
we recommend therefore : 

First: That subdivision (b) of section 402 of the present law be 
retained. 

The need for definite assurance of complete judicial review is 
accented by the many changes proposed in alternative definitions of 
dutiable value. The question of whether merchandise has been freely 
sold or offered for sale; what constitutes ordinary course of trade; 
what is such or similar merchandise; and what constitutes the usual 
wholesale quantities ; have all been the subject of innumerable adminis- 
trative and judicial interpretations. The meaning of these terms 
has become well established and understood. The bill, H. R. 6040, 
would radically change the established meaning of these provisions 
and in a number of instances would give broad, new authority to 
an appraiser. 

For example, in the definition of the term “freely sold or offered 
for sale,” sales to selected purchasers may be used provided such 
sales fairly reflect the market value of the merchandise. Also, re- 
strictions which do not substantially affect the value of the merchan- 
dise to usual purchasers at wholesale will not prevent an article 
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from being freely sold. These are very broad standards. Some 
check on possible arbitrary use thereof is required, by clear provision 
for review. 

The term “such or similar merchandise” is also defined and its 
present meaning greatly extended in the provision found on page 7, 
lines 19 to 25. In this proposed definition, merchandise would be 
considered to be “such or similar” if produced in the same country 
by the same person as the merchandise undergoing appraisement if 
it was like that merchandise in component material or materials ; 

and in the purposes for which intended; and approximately equal in 
commercial value to the merchandise undergoing appraisement. As 
an alternative, merchandise which met all of these requirements but 
was produced by a different person from the manufacturer of the 
imported merchandise, would be considered to be such or similar. 

These latter provisions, particularly, seem to be patterned after a 
provision previously recommended by the Treasury Department for 
an alternative basis of value called comparative value. That recom- 
edb ageiapa 1 was in the bill, H. R. 5106, as originally introduced in 1953 

ut was dropped along with the entire proposed revision of the value 
section at that time when the bill was enacted as the Customs Simpli- 
fication Act of 1953. “Comparative value” provided for appraise- 
ment of imported merchandise on the basis of the export or U ee 
States value or other merchandise exported from the same country a 
the merchandise undergoing appraisement which was compatable 
in construction and use with the merchandise undergoing appraise- 
ment, with appropriate adjustments for differences in size, material, 
construct ion, texture, or other differences. We see a close kinship be- 
tween these recommendations. But in the proposed “comparative 

value” which was a part of the prior bill, H. R. 5106, referred to, 
it was provided that such value should be ascertained by the appraiser 
or by the appropriate court, thus insuring full and complete review 
of determinations by the appraiser. The broad and general direc- 
tions to appraisers incorporated in H. R. 6040 in definitions of “freely 
sold or offered for sale” and “such or similar,” which have been re- 
ferred to, contain no such specific right of review. We recommend, 
therefore, 

Second: That appropriate amendment be made similar to that 
previously incorporated in the bill, H. R. 5106, with respect to spe- 
cific judicial review. 

In the definition of United States value on page 3 of the bill, it is 
provided that allowance shall be made for any commission usually 
paid or agreed to be paid, or the additions for profit and general 
expenses usually made in connection with sales of imported merchan- 
dlise of the same class or kind as the merchandise undergoing appraise- 
ment, 

The qualification of “same class or kind” is new and would seem 
to place a difficult, if not impossible, burden upon an importer or 
American manufacturer in seeking to challenge the correctness of the 
appraisement action. Manifestly, proof of the amount of profits or 
general expenses added by a large number of manufacturers making 
the same class or kind of merchandise is a far heavier burden than 
proof of such factors added by the particular manufacturer of the in- 
volved merchandise. 
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Other provisions of the proposed United States value definition for 
allowance of transportation, insurance, usual expenses, and duties and 
taxes are all based on such or similar merchandise. Allowance for 
commissions, profits, and general expenses should be on the same 
basis, 

We recommend, therefore, 

Third: That on page 3, line 13, there be inserted before the word 

“imported” the words “such or similar” and that also in line 13 a 
period be inserted after the word “merchandise” and the balance of 
that line and all of line 14 be omitted. 

The definition of “constructed value” or cost of production is sub- 
ject to the same criticism. Thus, the bill provides on page 4, be- 
ginning at line 13, that general expenses and profits be included shall 
be equal to those usually reflected in sales of merchandise of the same 
general class or kind. Similar amendment to that recommended with 

respect to United States value should be made in this provision. 

Generally, the proposed revision of the value statute is subject to 
criticism for two serious omissions. First, the requirement that the 
appraiser make known to interested parties the basis of his action and 
secondly, a requirement that appraisement action be completed within 
a specific time. 

‘The first omission is the basis of appraisement. 

If an importer or American manufacturer is to be able to effectively 
challenge administrative determination of dutiable values, the ap- 
praiser should be required to disclose the basis of his appraisement 
in his report of value: that is, state on the face of the papers the ap- 
propriate reference to the specific provisions of the statute upon 
which the appraisement is based. For example, it would be compara- 
tively simple for an appraiser to include in his report of value the 
statement whether such return was based on export value, United 
States value, constructed value, or American selling price; aiso, 
whether appraisement is based upon such merchandise or similar mer- 
chandise under the provisions of that term as set forth on pages 7 
and 8 of the bill, and the usual wholesale quantity upon which the 
appraisement is based. Such a requirement would impose no great 
hardship or additional work upon customs officials. Some of this 
information is now given by some present customs officials and some 
of it was formerly required by customs regulations. The practice is 
not uniform or general and as a consequence an importer or manufac- 
turer desiring to challenge the correctness of an appraised value, or 
the court on review, is wholly in the dark as to the basis of the ap- 
praiser’s action. 

To give effect to this recommendation, the fourth suggestion of 
the bar, accordingly, is that a new provision be added in the bill on 
page 10, following line 23, to read as follows: 

Fourth: (f) No appraisement made hereunder shall be complete 
unless there be included therein a reference to the specific provision 
cf this section upon which the appraisement is based. 

The second omission, we feel, is with respect to time limitation on 
appraisement, 

A time limit on appraisement is a necessary addition and seems to 
lie at the heart of any real simplification of customs procedures. 
Under present law an importer may wait months and even years 
before the final dutiable values of the merchandise imported by him 
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are determined. In the case of merchandise subject to ad valorem 
duties, he cannot know the possible limits of his ultimate duty liability 
until appraisement has been made. Importers, through no fault of 
their own, have been frequently subjected to heavy losses by an in- 
crease in dutiable values of merchandise long after the merchandise 
had been sold and consumed. 

American manufacturers, on the other hand, have been prevented 
from exercising their statutory right of challenging the appraised 
values of competing imported merchandise for long periods of time 
after actual importation during which the possible injury continues 
and available proof has faded away. 

Much of the delay which has occurred in the past has been charged 
by appraising officers to the necessity for determining both a foreign 
value and an export value for imported merchandise to determine 
which was higher. If this requirement, as the bill proposes, be abol- 
ished and the other proposed changes intended to simplify determina- 
tion of values be approved, no reason would seem to exist any longer 
for delays which now occur in obtaining appraisement action. A 
time limit of 120 days from the date of entry would seem to give an 
appraiser ample time in which to complete appraisement action. 

It is therefore suggested that at the end of section 15 there be in- 
serted a new provision to provide substantially as follows: 


Fifth: 


If the appraiser shall fail to complete his appraisement within 120 days 
after the date of entry, the consignee or his agent may apply to any judge of 
the United States Customs Court for an order to show cause why the appraise- 
ment should not be completed. A copy of said order shall be served upon counsel 
for the United States. On the return of the order, the judge before whom the 
same is returnable may, for good cause shown, issue an order, to the ap- 
propriate customs officer directing the transmittal forthwith to said court of 
the entry and all accompanying papers and if the appraisement has not been 
completed, he may proceed to determine the value of the merchandise in ac- 
cordance with the provisions of this section. The United States Customs Court 
is hereby given jurisdiction to take any and all acts necessary to effectuate 
the foregoing provision. 

The proposed amendment affords the importer an opportunity to 
go before the United States Customs Court and prove a value if he is 
able to do so and if he feels the appraisement has been withheld with- 
out good cause. This avenue of litigation should not in any way 
weaken existing safeguards to the revenue. In the first place, the 
appraiser is given 120 days within which to act. When this time is 
inadequate, counsel for the Government may oppose the order and 
establish that the delay is requisite in order to find value. In the 
third place, the importer will not proceed unless he has in his posses- 
sion evidence sufficient to establish a value. Even after the order has 
been signed, the Government could apply for time within which to 
gather the evidence which is necessary in order to put in an adequate 
opposition to a claimed value. Finally, between the time when the 
order is signed and the date when it is returnable, the appraiser could 
complete his appraisement at the highest value which in his judg- 
ment was consistent with accuracy and the importer would be left to 
his existing remedy of an appeal to reappraisement. 

Adoption of the foregoing amendment we believe would go far 
to make the proposed revision a workable and truly simplified pro- 
cedure with preservation of the rights of all parties. 
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I should like now, Mr. Chairman, to comment briefly on the pro- 
posed sections with respect to currency. The proposed changes 
in section 522 (c) of the Tariff Act of 1930 relating to conversion 
of foreign currency follows substantially the present law and no 
objection is made thereto. 

It is believed, however, that a further change should be made. The 
existing law has been judicially interpreted to require certification and 
use of more than one exchange rate in situations where multiple ex- 
change rates exist for acurrency. The courts have held that the proper 
rate applicable to a particular class or kind of imported merchandise 
was the rate used commercially for the purchase and sale of that 
particular class and kind of merchandise (Barr v. United States (35 
©. C. P. A. 1 of 1947)). This judicial construction has operated to 
insure that an importation into the United States purchased in for- 
eign currency would be translated into American currency at a value 
which would truly and accurately reflect the actual commercial value 
of the merchandise. 

Under present law it has been the practice of the Federal Reserve 
bank to certify more than one buying rate of exchange where such 
rates exist, but the bank has failed to certify some commercial buying 
rates which were actually used in commercial transactions in connec- 
tion with the importation of merchandise into the United States. 
The Supreme Court has held that the power of the bank to certify 
exchange rates is in the category of administrative or executive action 
which is nonreviewable. 

If conversion of currency is to be made on a basis to truly and 
accurately reflect the actual value of the imported merchandise, it 
should be made mandatory upon the Federal Reserve bank to certify 
all commercial buying rates for a particular foreign currency. If 
this be done, the bank’s determination of such rates would still be 
a discretionary act and nonreviewable in the courts, to be sure. But 
the integrity of that bank would insure that all commercial buying 
rates which existed for a particular foreign currency would be certified 
and published. Customs officers would thus have before them com- 
plete information of all possible commercial buying rates and, in 
accordance with the statute, would be required to use the rate which 
reflected the value of the foreign currency in particular commercial 
transactions. It is accordingly suggested that a new provision be 
inserted as a part of section 522 (c), at page 12, following line 20, to 
read substantially as follows: 

Sixth: 

If more than one buying rate exists for a particular foreign currency, the 
Federal Reserve Bank of New York shall determine and certify under the provi- 
sions hereof and for the purposes of this section each and every such buying 
rate actually used in commercial transactions. 

I should like finally to refer to the possible effect of this proposed 
legislation on Reorganization Plan No. 26 of 1950. 

The possible effect of Reorganization Plan No. 26 of 1950 (15 Fed. 
Reg. 4935) must be considered in connection with the pending bill. 
Under that plan the Congress approved the transfer to the Secretary 
of the Treasury of— 


all functions of all other officers of the Department of the Treasury and func- 
tions of other agents and employees of such Department (sec. 1—a, plan No. 26). 
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Section 2 of that plan further provides that the Secretary may, 
from time to time, make provisions “as he shall deem appropriate” 
authorizing any officer, agent, or employee to perform any of the func- 
tions so transferred to the Seer etary. It is understood that the Secre- 
tary of the Treasury has redelegated the functions of the Bureau of 
Customs and all customs collectors and appraisers to the representa- 
tive agency or officials under an order No. 120 issued July 31, 1950. 
Notw ithstanding this fact, the Secretary of the Treasury would seem 
to have authority to repossess these functions at any time by rescind- 
ing his order No. 120 referred to and to substitute his judgment and 
action for that of collectors of customs and appraising officers. The 
result may well be again to raise the question of the scope of judicial 
review intended by the Congress to be applied to all actions of collec- 
tors of customs and appraising officers. 

To insure preservation of this invaluable right to the import trade, 
there should be inserted at the end of the bill a provision along the 
following lines: 

Seventh: 

Nothing in this act or in Reorganization Plan No. 26 of 1950, or in other 
reorganization plans adopted pursuant to the Reorganization Act of 1949, shall 
be construed to limit or restrict any rights of importers and others under sec- 
tions 489, 501, as amended, and 514 and 515, act of 1930, or to limit or restrict 
the jurisdiction of the United States Customs Court or the United States Court 
of Gustoms and Patent Appeals (28 U. S. C. 1582, 1583, 2631-2637, inclusive, 
2638-2642, inclusive). 

The CuarrMan. Does that complete your statement ? 

Mr. Cotpurn. Yes, sir. 

The CHarrman, We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

I should like to inquire briefly, for information, Mr. Colburn, 
is it not true that with respect to the vast bulk of our imports there 
is no question of dumping or subsidization ? 

Mr. Cotsurn. That is true, Mr. Chairman. 

The Crarman. Then to the extent that a determination as to 
foreign value in regard to the vast bulk of our imports is made not 
necessary by H. R. 6040, are we not simplifying our customs proce- 
dure ? 

Mr. Cotsurn. You are simplifying the determination of value for 
purposes of section 402. However, T have always felt that the 
Treasury Department has an affirmative duty of applying the anti- 
dumping statute, and discharging that affirmative duty; in my view, 
they should at all times keep. informed of the foreign values of all 
merchandise, in order to determine whether dumping exists at the 
time of importation of a particular product. 

Now, if they are going to continue to obtain that information as to 
foreign values, then I would agree that the administration of the 
dumping statute would not be impaired. But I think it will be 
necessary—and I regard it as the duty of that Department—to meet 
that affirmative burden. 

The Cuatrrman. I should like to invite attention to a paragraph 
appearing in the Tariff Commission report on this bill to this com- 
mittee, which states: 





The principal advantage of adopting “export value” as the sole primary basis 
of valuation would be to eliminate the necessity for customs appraisers to make 
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parallel investigations of “export” and “foreign” values to determine which is 
higher. Moreover, with “export” value as the primary basis the need for foreign 
investigations would be reduced and this would greatly expedite customs appraise- 
ments. Usually all the information necessary to determine export value would 
be found in the United States, and where a foreign investigation might be 
necessary, it would be much simpler, since the spread of selling prices in sales 
for export is usually narrower than the spread of prices in sales for home 
consumption. 

That is the statement of the Tariff Commission included in the 
report of the Commission on the pending bill to this committee. 

Mr. Cotsurn. May I say, Mr. Chairman, I would agree with that 
statement so far as it goes, but it does not seem to contemplate its 
possible effect on the dumping statute. 

The Cuamman. Are there any other questions? If not, we thank 
you for your appearance and the information given the committee. 

The next witness is Mr. Lewis R. Parker. Is Mr. Parker here? 


STATEMENT OF LEWIS R. PARKER, CHAIRMAN, TARIFF 
COMMITTEE, WOVEN WOOLEN FELT INDUSTRY 


Mr. Parker. Yes, Mr. Chairman. 

The Cuarrman. Come forward, please, sir. Will you give your 
name, address, and the capacity in which you appear, for the record # 

Mr. Parker. Yes, sir. My name is Lewis R. Parker. I am presi- 
dent of the Albany Felt Co., Albany, N. Y. I am speaking today on 
behalf of my own company, the Albany Felt Hat Co., and also of the 
woven-felt industry, a trade organization of 11 companies producing 


woven-woolen felts. 

The woven-woolen felt industry produces felts which are used 
primarily in the manufacture of paper. Felts are also used in the 
manufacture of other products. 

Mr. Chairman, I realize that time is valuable to you. Since 99 
people out of 100 do not know what woven-woolen felt does, may I 
take a half minute off the record to explain that? 

(Discussion off the record.) 

The Cuarrman. You may proceed. 

Mr. Parker. In the manufacture of paper the woven woolen felt 
picks up a sheet of pulp, combined with water, which is apt to be be- 
tween 98 and 9914 percent water. It is carried by the various rolls 
and as the sheet: becomes stronger it can carry itself and isdried. The 
same thing is true in general of almost anything you can name, which 
would include shoes for leather, material which is used in the proe- 
essing—it does not enter into the product—of making hats, overcoats, 
suits, and so on. In other words, it is a small industry, but, as the 
Defense Department puts it, a very vital one. If it. is of any value to 
the committee I will be glad to send you a copy of their letter. 

H. R. 6040 and H. R. 6041 before the committee, described as tech- 
nical simplification bills, would have the immediate automatic effect 
of reducing tariffs in our industry by at least 10 percent. This auto- 
matic cut of 10 percent is on top of the authority given to the President 
under H. R. 1 to reduce tariffs an additional 15 percent over the next 
three years. This presents a real threat when you realize we have 
already suffered a 75 percent cut in the ad valorem rate provided in 
the tariff law. 
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These bills not only reduce tariffs in our case, but by eliminating 
the foreign value as a basis for customs valuation they destroy a very 
important line of defense against foreign cartels. Double pricing 
is a standard cartel practics; one price for domestic sales, another for 
exports. So long as “foreign value” is in the tariff law, the foreign 
cartel cannot use the double price system against American industry. 

The administration of the Antidumping Act is closely related to 
the Tariff Act and if the customs people no longer determine foreign 
values, the Tariff Commission ind’ the Secretary of the Treasury are 

oing to do a less effective job of stopping dumping in the United 
tates. 

To understand the importance of the tariff cut inherent in these 
bills, I would like to explain to the committee the situation of our 
industry. 

The woven woolen felt industry has a special tariff problem. It 
employs, as I mentioned before, 5,000 workers in 6 States in 11 plants. 
Felts are not a standardized product. Felts vary greatly in size and 
weight. In fact, they vary from perhaps 3 pounds each up to 800 
pounds, ——- on the type of machine for which they are intended. 
They are hand tailored for each paper-making machine. Skilled 
labor is a very large part of the cost. 

The industry has no geographical advantages in competing for 
the American market over te plants. It is cheaper to ship felts 
from Europe to our North Pacific ports than it is to ship by rail from 
our felt mills in Wisconsin, Massachusetts, Maine, New York, Ohio 
and Pennsylvania. 

Our industry has no advantages in raw material costs. Wool rep- 
resents, depending on the felt, between 80 and 95 percent of the raw 
material cost. If anything, we are at a price and quality disadvan- 
tage compared to our foreign competitors in purchasing wool. 

We have no advantage in machinery costs. The machinery used 
to produce felts in the United States and the rest of the world is sub- 
stantially similar and European felt-making machinery is cheaper 
than American machinery. Since felts can never be mass produced, 
there will probably never be any significant machinery advantage. 

I might interpose at this moment that we have looms as narrow as 
this piece of carpet and as wide as the whole rostrum; in other words, 
650 inches in width. You can see it would be very difficult to adapt 
that type of machinery to some other product. 

With regard to labor, we are even worse off. Labor costs represent 
approximately one-third of the total cost of producing woven woolen 
felts. Studies have shown that there is no significant difference be- 
tween the output per man-hour in the woven woolen felt industry in 
the United States and in foreign countries. I might say I have 
studied that twice in the last 4 years, personally. But the United 
States felt industry pays wages ranging from 400 to 1,000 percent 
more than our foreign competitors. 

It is, therefore, apparent that an adequate level of tariff protection 
is essential if the $50 million felt industry and the jobs of thousands 
of American workers are not to be undermined. 

The tariff on woven woolen felts is a compound rate. First, there 
is a specific duty per pound which is designed to equalize foreign and 
domestic costs of raw material—wool. Second, there is an ad valorem 
tariff rate. 
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Since the enactment of the Tariff Act of 1930, our tariffs have been 
cut 3 times. Our tariff rate has been cut by 75 percent from an ad 
valorem rate of 60 percent to an ad valorem rate of 15 percent today. 

I might interject that I do not approve either rate. I think one 
was too high and I think the other is definitely too low for the na- 
tional good. 

This is a greater cut than has been imposed upon any other segment 
of the wool-manufacturing industry. Moreover, the compensatory 
eee of the tariff has Sropped from 50 cents to 3714 cents per 

ound. 
R A reduction in tariff under the guise of simplification of valuation 
procedure will have great practical consequences for our industry and 
all other industries where foreign cartels operate. 

Let me get down to cases to show you what this means. Yesterday, 
before I came to Washington, I checked on the English price, and 
found that for the standard grade, our most popular grade of felt- 
making, the largest section of our business, the price charged by Eng- 
lish mills for foreign export to the Western Hemisphere was at least 
10 percent lower than the prices charged in the English domestic 
market. This published differential does not take into account a num- 
ber of other special price concessions in the export market. This price 
differential is the standard practice of European mills. 

If these bills are adopted, the export price—not the foreign price— 
will determine the duty. Since the difference between the foreign 
price and the export price is at least 10 percent, American tariff pro- 
tection will drop automatically 10 percent by the elimination of 
foreign value. 

I understand the distinguished Assistant Secretary of the Treasury, 
Mr. Rose, presented a chart yesterday minimizing the effect that this 
bill, but speaking of afterduty costs. I hope the committee will keep 
in mind the fact that, so far as our industry is concerned, this bill 
will reduce the tariff protection by an additional 10 percent. 

At the present time the ad valorem tariff on imports of wool felts 
is applied upon foreign value or export value, whichever is higher. 
H. R. 6040 and H. R. 6041 reject foreign value as a measure of cus- 
toms valuation. European felt manufacture—and, of course, exports 
of felts to the United Sutieaib controlled by a few large producers 
in England, France, and Sweden who are members of closely knit 
trade organizations. They have a dual-price system (one for exports 
and another for domestic sales). 

The valuation provisions of the Tariff Act of 1930 help protect 
American producers against dual prices of foreign cartels. Our for- 
eign competitors, through their rigid market control, can establish 
United States export prices that have no reasonable relation to cost. 
They have the power to fix prices, designed solely to make substantial 
inroads upon dollar markets in America without regard to their own 
domestic prices. 

Under existing law, whereby ad valorem rates are applied to the 
higher of either foreign or export value, there is an automatic adjust- 
ment in our tariff system for export practices which verge on dump- 
ing. A foreign producer who sets prices for the United States market 
without regard for costs is checked because the ad valorem tariff is 
applied to the higher base value established by sales in the foreign 
market. Section 402 of the Tariff Act of 1930, therefore, is a built-in 
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safeguard for American industry against dumping foreign goods on 
our shores. ' 

If foreign value should be completely eliminated from section 402, 
the only protection for an American manufacturer from arbitrarily 
low-priced imports would be the Antidumping Act. Frequent inves- 
tigations under this act would become necessary, if the safety valve 
in section 402 of the Tariff Act of 1930 were discarded. 

At the same time that American manufacturers were forced to rely 
increasingly upon the Antidumping Act for protection against the 
pricing policies of foreign cartels, the effectiveness of the Antidump- 
ing Act would be considerably decreased. 

Moreover, to substitute antidumping investigations for established 
valuation practices would lead to multiplication, not simplification, of 
customs problems. No one familiar with the procedure for enforcing 
the antidumping law would encourage a great increase in antidumping 
investigations. The long investigations and interference with ship- 
ments create intense antipathy abroad and embarrass our commercial 
relations with our friends there. Yet the American producer will be 
compelled to invoke the cumbersome antidumping law to protect 
against cartel dual-pricing practices rather than rely on the relatively 
clear and well-understood valuation provision now in the law. 

It is generally accepted that the bills will decrease the general level 
of tariff protection for American industry. Yet the bills have none 
of the safeguards written into trade agreement legislation before re- 
duction is effected. 

Tariff protection will be cut without hearing; we cannot. argue our 
case in peril-point hearings. It is questionable whether we will be 
entitled to invoke the escape clause because of these cuts. Section 
2 (e) of H. R. 6040 says that the executive branch and the Tariff Com- 
mission shall “give full consideration to any reduction in the level 
of tariff protection” resulting from the change in valuation provisions. 
Full consideration is cold comfort when there are no practical provi- 
sions for relief or even for a hearing to show the injury to American 
industry. At the very least, the bill should be amended to provide 
that the escape clause would apply in any case where the effect of this 
legislation is to cut the level of tariff protection. 

But I believe that technical changes of this kind, although desirable, 
do not meet the present needs. 

In changing valuation provisions which have been interpreted and 
applied for over 20 years, the committee is moving into unchartered 
territory. Only one thing is clear: These bills will decrease the 
level of tariff protection. No one is sure who will be hurt or how 
much. We do not know how far this bill will go to undermine the 
philosophy against cartels and dumping by giving a weapon to the 
cartels which have always had multiple price systems for monopolistic 
reasons. 

For these reasons, I am compelled to register my opposition to the 
passage of H. R. 6041 and H. R. 6040 at this time. 

The CnatrmMan. Does that complete your statement, Mr. Parker? 

Mr. Parker. Yes, sir. I should like to add one more thing ver- 
bally, which is an indication of what happens. 

In 1951 we made $672,000 worth of a certain type of material. Due 
to foreign imports that has been cut to $137,000, which, in my opinion, 
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T think could be shown as injury to a domestic producer. That is the 
result. 

The Cuamman. I might just invite your attention to this brief 
statement made yesterday by Mr. Rose, Assistant Secretary of the 
Treasury, when he appeared before the committee. 

Mr. Parker. Yes, sir. 

The CHarRMAN (reading) : 

We intend, under this bill, if it is enacted, to get the same information 

regarding foreign market value as we get now, so that we would be in the same 
epehtiée, 

Are there any other questions ? 

Mr. Stwpson. Mr. Chairman ? 

The Cuairman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srmpson. I should just like to comment that to the extent that 
statement is accurate—and I know Mr. Rose intends it to be accu- 
rate—it simply means that there can be no simplification, if we are 
going to collect all the facts together, as we have been collecting them. 

We have had considerable testimony here, pretty much in general- 
ities, concerning the cost of this bill to particular industries. We 
have been told that on the average it would run about 214 percent 
by way of a reduction in the effective rate of duty. So you come 
before us and you present the case of your own industry. 

Mr. Parker. Yes, sir. 

Mr. Srwpson. One specific industry, that of producing woven 
woolen felts. You state that the effect of H. R. 6040 will be to reduce 
the tariff in your industry by at least 10 percent. To you and to 
your business the important fact is that this bill has the effect of 
cutting the tariff in your industry by 10 percent. 

Mr. Parker. Plus a possible 15. 

Mr. Stmpson. It may be 15? 

Mr. Parker. It might be 25. 

Mr. Stmpson. I notice further in that paragraph that since we 
started the reciprocal trade agreement program you have been given 
the maximum reduction. 

Mr. Parker. That is quite correct. 

Mr. Srumpson. 75 percent. At the present moment you cannot be 
cut any more under existing law, because you have already had the 
maximum cut. H. R. 1 is in prospect, though. 

Mr. Parker. That is correct. 

Mr. Srwpson. If that is passed you would have more in the next 
3 years. 

Mr. Parker. That, plus this bill, Mr. Simpson, could allow up to 25 
percent. 

Mr. Stmpson. The way Congress—both bodies—registered disap- 
proval of any very substantial cuts under the reciproc al trade agree- 
ment program, this effect on your industry looks like a violation of the 
ideas that the C ongress has expressed in H. = 1, that it does not. want 
heavy cuts made in the immediate future. I do not think it is fair to 
describe a bill as a simplification bill when it in fact cuts tariff rates, 
as you say this will cut yours. It is far more than that. 

Mr. Parker. If the committee would like, Mr. Simpson, I would 
be glad to get actual facts on that. I have checked three times, so that 
there is no question in my mind as to what the effect would be. 

63404—55—_6 
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Mr. Stmpson. Some reductions that have been shown are higher 
than that. At least, the base was cut by 16 percent in connection with 
some. You have no chance to come in under the peril point with 
respect to this 10-percent cut, have you? ‘This is just done without 
any chance of complaint on your part? 

Mr. Parxer. That is correct. 

Mr. Suurson. Except that you have come in here this morning to 
tell this committee about it. 

Mr. Parxer. That is correct. 

Mr. Srwpson. Under the reciprocal trade program, though, the 
Tariff Commission makes peril-point studies and a determination is 
then made whether to violate the peril point or not to violate it. 

Mr. Parker. That is correct. 

Mr. Stwpson. You lose that right, even though there is a 10-percent 
cut involved here. 

Mr. Parker. That is my understanding. 

Mr. Srmpson. I think you have made quite a contribution in pointing 
up the effect this bill could have on one industry. Do you have any 
information about other industries? 

Mr. Parxer. I had a rather short notice for coming down here, be- 
cause I did not know until Friday afternoon. We have been working 
on this ever since. 

Mr. Srupson. I have been told in connection with the chemical in- 
dustry that there are cases where the cut in tariff is as material as it 
is in yours. 

Mr. Parxer. I am not acquainted with that. 

Mr. Srupson. I notice we have some witnesses coming in later on. 
Thank you very much. 

The Cuarrman. Are there any further questions? 

Let me ask you a question for information, please, Mr. Parker. 

Mr. Parker. Certainly ; yes, sir. 

The CHarrMAN. I understood you to state in your presentation that 
your tariff protection had been reduced 75 percent. 

Mr. Parker. That is correct. 

The Cuarrman. What has been your business experience in recent 

ears? 
’ Mr. Parxer. I think I can explain that very readily. In the first 
place, the paper industry not only in this country but abroad has grown 
very rapidly. 

The Psatibiade What has been your experience ? 

Mr. Parker. We have not fared too badly, but I think any wise man 
would close the barn door before the horse is stolen. 

The CHatrman. What is your volume of business now compared 
with what it was before these reductions ? 

Mr. Parker. Due to the increase in the paper business of the United 
States, it has increased. 

The Cuarrman. It has increased. Your profits have also increased ? 

Mr. Parker. Due mainly to the tax changes. 

The Cuarrman. What tax changes? 

Mr. Parker. Well, the excess-profits tax. 

The CuatrmMan, Do we not have the highest corporation tax rate 
now that we ever had ? 

Mr. Parker. Very possibly, and also we have started a plant in 
Canada as a safeguard, and that is contributing something. 
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The Cuatrman. Your profits have increased, and your volume of 
business has increased ? 

Mr. Parker. Yes. 

The Cuatrman. I thank you. 

Mr. Parker. May I answer that a little further, Mr. Cooper? 

The CuarrMan. Yes. 

Mr. Parker. I think the fact is that we have grown from the 
smallest to the largest company in the industry, and I think that 
may have had something to do with it. 

The CHarrman. Still you have grown and your profits have 
increased. 

Mr. Stmpson. Mr. Parker, do you understand that the intent of this 
— is to reduce tariffs, or is the tariff question of major intent in the 

ill? 

Mr. Parker. Not according to the name of the bill, but that is the 
effect of it as far as we are concerned. 

Mr. Srpson. If they are using the guise of simplification as a 
way to cut tariffs to get around the reciprocal trade-agreement pro- 
gram, that is something new. I cannot believe that that is intended 
here. Consequently, I think you are quite proper in presenting the 
effect of the simplification bill in reality as being a tariff-cutting 
bill. Iam glad that you have done that. 

The Cuarrman. Are there any other questions ? 

Tf not, we thank you for your appearance and the information that 
you have given the committee. 

The committee will now stand in recess until 2 o’clock this after- 
noon. 

(Whereupon, at 12:05 p. m., the committee recessed until 2 p. m.) 


AFTERNOON SESSION 


The Cuatrman. The committee will be in order. 
The next witness appearing on the calendar is Mr. R. W. Hooker. 
Will you state your name and whom you represent, for the record ? 


STATEMENT OF R. W. HOOKER, VICE PRESIDENT, SYNTHETIC 
ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION 


Mr. Hooxer. I am R. W. Hooker, vice president of the Synthetic 
Organic Chemical Manufacturers Association, an organization of 92 
domestic manufacturers of synthetic organic chemicals accounting 
for about 90 percent of the entire productive capacity in the United 
States for wach products. 

The members of this committee are familiar with the products of 
the chemical industry and its importance to the national defense. The 
vast majority of our products are not mass produced, and involve 
labor costs which represent a high percentage of total cost in the 
finished product. The productivity of workers in foreign chemical 
industries is about equal to that of the highly efficient American 
workers, and foreign wage rates are only one-fourth to one-seventh 
the wages paid in our American industry. 

The constant and rapid evolution in our operations and products 
requires tremendous outlays for research and development in the 
constant efforts to extend our frontiers of knowledge and use of our 
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products. The companies in our industry make thousands of finished 
chemicals, with an exceedingly close chemical and economic relation. 
The great growth and continued outstanding service of this industry 
to the national welfare have been in large part due to the continued 
policy of adequate tariffs. 

The tariff rates prescribed by the Congress in the original act of 
1930 have never been fairly tested by reason of depression ) and abnor- 
mal conditions during and as an outgrowth of war. Despite this 
fact and the position of this industr y in the national economy, many 
of the rates of duty applicable to its products have been cut in half 
under the trade-agreements program. Further tariff-rate reduc- 
tions are now under. consideration in connection with trade- agreement 
negotiations with Japan and with Switzerland now in progress in 
Geneva, pe ne 

The bill, H. R. 1, which would extend the trade agreements law, 
contains provisions ite would make possible further reductions of 
15 percent or more in the tariff rates applicable to all products of 
this industry. On top of this history of constant rate reductions, the 
bill, H. R. 6040, which is presented to you as a bill to simplify customs 
procedures would, by the Treasury Department’s own admission, 
result in further across-the-board reductions i in duties on the principal 
products of the chemical industry 1 ranging from 414 to 1514 percent. 
In considering our present tariffs, Congress has been careful to pro- 
vide in H. R. 1 not only that further reductions would be limited to 
decreases of 15 percent or to 50 percent ad valorem, but also to assure 
that even such reductions is be permissible only on a gradual 
selective and reciprocal basis. H. R. 6040 would disregard both these 
limits and safeguards and would be, by one stroke, make reductions 
which in some cases would exceed those authorized by H. R. 1. This 
is a complete negation of gradualness, selectiveness, and reciprocity. 

The tremendous resources of the chemical industries of Germany, 
England, Switzerland, France, Italy, and Japan are a matter of 
common knowledge. It may not be so well known, but is certainly ¢ 
matter of grave concern to this industry, that the products of these 
foreign countries are finding their way into our markets in ever- 
increasing quantities and have already caused serious dislocations in 
certain lines of our products. The foreign chemical industries in the 
countries referred to are constantly expanding. They have ample 

capacity now and low enough cost to undersell this American indus- 
try in its own market under ‘the present rates of duty. Further reduc- 
tions, particularly when applied generally to all products, will be 
direct and harmful to this industry. 

These constant attacks on the tariff structure of this industry are 
gravely unsettling. These recurrent actions designed to invite low- 
cost products of foreign origin into the markets of the United States 
and facilitate their sale herein definitely discourage expansion of 
facilities and the dev elopment of new products. 

The bill, H. R. 6040, embodies proposed revisions of two adminis- 
trative provisions of existing t ariff laws having to do with— 

(a) determination of dutiable values as the basis for assessment 
of ad valorem duties, and 
(6) conversion of foreign currency. 







































CUSTOMS SIMPLIFICATION ACT OF 1955 Sl 


‘The first of these proposals is hereinafter discussed. We have no com- 
ments on the latter proposal or the proposed repeal of provisions of 
law described as obsolete. 

Each of the alternative bases for duty under present law is care- 
fully defined. ‘These definitions have been substantially unchanged 
for more than 30 years. Administrative practice and judicial inter- 
pretations during that time have fully clarified their meaning and 
application. 

It is now proposed to revise extensively these bases of valuation 
by eliminating use of foreign value and making export value the first 
and preferred method of valuation. United States value and then 
cost of production would be retained as alternative bases of value, 
but all such bases would be considerably changed by redefinitions. 
The net result is to bring about a general lowering of the amounts 
of tariff duties collected on imported merchandise. 

A number of changes proposed as hereinafter noted are in accord 
with the claimed commitments of the United States under the Gen- 
eral Agreement on Tariffs and Trade. The bill seems to be another 
example of a piecemeal submission to the Congress of provisions of 
GATT without identification as such, despite the specific reservation 
by the Congress in recent extensions of the trade-agrements law of 
its approval of that agreement and the fact that it has never been 
submitted as such to the Congress. 

At the outset, there can be no question but that in any case where 
both foreign value and export value exist under present law, and duty 
has been based on foreign value as the higher of the two bases, that 
elimination of foreign value will automatically lower the dutiable 
base and hence result in collection of a less amount of duties. The full 
impact of this result is not susceptible of exact determination, but 
certainly the net effect is to reduce duties. 

Proponents of the elimination of foreign value, it is understood, 
claim that the burden placed upon appraising officers of determining 
both a foreign value and an export value and comparing the two, plus 
an investigation in foreign countries, lies at the root of the criticized 
long delay in final appraisement action on imported merchandise. If 
this be true, the situation should be remedied without change in the 
amount of duties collected. If this be not feasible, at very least, pro- 
vision should be made for adjustment or conversion of rates to com- 
pensate for any reduction resulting from changes in duty base. 

The bill in subdivision (e) of page 10 purports to recognize this 
situation at least in part. It provides that in any action relating to 
tariff adjustments by executive action, including trade agreements, 
the Tariff Commission and the executive branch shall give full con- 
sideration to any reductions in tariff protection resulting or likely to 
result from changes in dutiable value proposed by the bill. The re- 
quirement that “full consideration” shall be given to reductions in duty 
falls far short of preventing cumulative tariff reductions. It should 
specifically provide that any such reduction resulting from a change 
in dutiable value under this bill shall reduce by a corresponding 
amount any tariff reduction effected by any decrease in rates of duty 
pursuant to section 350 of the Tariff Act of 1930, as amended. Pref- 
erably, of course, the bill should be amended to provide that an ad- 
justment in rates should be made to compensate for any reduction re- 
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sulting from a change in the duty base and that such adjusted rates 
should be the rates subject to modification under section 350. 

A customs survey purporting to show the effect of the proposed 
changes in section 402 has been presented to the committee by the 
Treasury Department. That survey shows a probable decrease of only 
21% percent in total dutiable values of imports of merchandise subject 
to ad valorem duties, and an indicated Ratteans of only 2 percent in 
customs revenue collections. Whether this survey was prepared to 
show the possible effect of elimination of foreign value only, or 
whether it also attempted to take into account the additional duty- 
lowering effect of redefinitions of the remaining bases of dutiable 
value, is not clear. It is believed to be an impossible task to forecast 
the full effects of these broadened definitions of export value, United 
States value and cost of production, except to say they cumulate and 
markedly increase the duty-lowering effect of elimination of foreign 
value, at least, insofar as products of this industry are concerned. 

Whatever their effect, the customs survey submitted by the Treas- 
ury Department demonstrates that the products of the chemical in- 
dustry would bear the brunt of tariff reduction. As opposed to the 
suggested overall reduction of 2 percent on all commodities, even the 
Treasury Department survey shows that the amount of duty col- 
lected on coal-tar products would be reduced 4.52 percent; industrial 
chemicals, 7.33 percent; pigments, paints, and varnishes would be 
reduced 10 percent, and drugs, herbs, leaves, roots, and so forth, would 
be reduced 15.39 percent. 

The Foreign Trade Division of the Bureau of Census made a spe- 
cial study of imports of synthetic organic chemicals not subject to 
duty on the American selling price covering the calendar year 1952 at 
the request of this industry to determine the possible effect of elimi- 
nation of foreign value as a base of duty. That report demonstrates 
that of all the entries examined 47 percent were appraised for value 
purposes at the foreign market value, while only 33 percent were ap- 
praised at export value. The balance was subject to duty at United 
States value or cost of production. Entries appraised at foreign 
value represented 53 percent by value of all ad valorem organic chem- 
ical imports indtinded ini the study compared with entries appraised 
on the basis of export value which accounted for only 16 percent by 
value of the total. Based upon the special study prepared for 
SOCMA by the Bureau of Census, it is reasonable to conclude that 
the customs simplification bill would have the effect of reducing the 
appraised value of roughly half of organic chemical imports, other 
than coal-tar products, subject to ad valorem or compound duties as 
much as 16 percent or as low as 8 percent; while it would appear that 
the overall reduction in value on all organic chemical imports other 
than coal-tar products, on the basis of the study, could be as great as 
10 percent or as low as 4 percent. It is requested that the report of 
the Bureau of Census referred to be reproduced in the record at the 
end of this statement. 

The Cuatrman. It appears rather long. It will be filed with the 
clerk for reference by the committee. 

Mr. Hooxerr. Whether the reduction figures indicated by the Gov- 
ernment survey done at the request of the synthetic organic chemical 
branch of the chemical industry, or the reductions ranging from 414 
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percent to 151% percent on all chemical products indicated by the Treas- 
ury Department survey, be accepted, these reductions in tariff levels 
would be effected automatically with no investigation or examination 
of the effects thereof on the products or industry concerned, and with 
no opportunity on the part of this or any other industry, in fact, to 
demonstrate the need or lack of need for such changes. If tariff sim- 
plification is to be accomplished, and there can be no objection to it as 
such, let it be confined to simplification and do not permit it to be 
used as a guise to bring about a further lowering of tariff-duty levels. 

The tariff lowering effect of elimination of foreign value as a duty 
base would be aggravated to a considerable but unknown extent by 
proposed redefinitions of the bases of value to be retained in the law. 
For example, export value is defined substantially the same as present 
law, but far-reaching and different values will result because of new 
meanings specifically given to terms used in the definition. 

Under present law , determination of whether an article is freely sold 
or odienel | for sale, the usual wholesale quantities and the ordinary 
course of trade have all been administratively and judicially defined. 
Under present law, freely sold or offered for sale, means the sale or 
offer to sell without any restrictions of any kind, to any and all pur- 
chasers at wholesale, including sales to retailers. H. R. 6040 would 
change this long-continued interpr etation by providing that sales or 
offers to selected purchasers which fairly reflect the market value of 
the merchandise could be used as the basis of value even though such 
sales or offers be restricted by law, or the resale price be fixed, 0 or sales 
be limited to a prescribed geographical area, or be otherwise restricted 
in a manner which did not substantially effect the value of the 
merchandise. Thus, sales and offers which have historically been 
considered as restricted, and hence, not freely made for purposes of 
use as representing export value, would now be used. The immediate 
result must be to considerably broaden the application and scope of 
export value as a base for duty. 

Under present law, it has frequently been found that sales at whole- 
sale to retailers constitute the only sales freely made. Such prices are 
usually higher than prices to large industrial users or wholesalers. 
The provision, therefore, that sales to industrial users and to persons 
other than retailers shall be the primary base, would automatically 
mean use of lower prices as representing dutiable values. 

Perhaps the most significant change proposed in the meaning of 
terms and the one change which would bring about the greatest. reduc- 
tion in duty, is the proposed definition of “usual wholesale quantities.” 
For many years, the administrative authorities and the Courts have 
interpreted the expression, “usual wholesale quantities,” in the 
present law to mean the quantity in which the greatest number 
of individual transactions occurred. The greatest number of indi- 
vidual transactions has frequently been to small buyers or retailers at 
prices higher than the price at which buyers in large quantities or 
industrial users bought the merchandise. H. R. 6040 would substitute 
a new definition requiring usual wholesale quantities to be determined 
on the basis of the price for one quantity in an aggregate volume which 
is greater than the aggregate volume sold at the price or prices for any 
other quantity. 

It is fairly common trade practice for merchandise to be sold at a 
scale of prices differing as to the quantities, with the lowest price being 
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applicable to the highest quantity. It follows, therefore, that under 
the proposed definition of usual wholesale quantity, in any case where 
an article is offered at different prices, dependent upon quantity, the 
lowest price which is applicable to the greatest quantity would be 
adopted as representing market value. 

This change is in exact accord with the provisions of article VII, 
2 (b) of the G ATT agreement. 

Proposed changes in the definition of United States value as the 
first alternate to be used where export value cannot be found are of 
direct and immediate concern to this industry. 

Under paragraphs 27 and 28 covering c oal-tar products, ad valorem 
duties are required to be based on the American selling price, but if 
such American selling price cannot be determined for any product, the 
law provides assessment shall be made on the basis of United States 
value. United States value is also applied to a number of the non-coal- 
tar products produced in this industry. 

Under present law, United States value is defined with allowances 
made for a commission not exceeding 6 percent, if any has been paid 
or agreed to be paid on mere chandise secured otherwise than by pur- 
chase. If merchandise is secured by purchase, then the law provides 
for allowance of general expenses not to exceed 8 percent and profit 
not to exceed 8 percent. 

The proposed changes in definitions of terms referred to in discus- 

ion of export value would apply also to United States value as a base 
for duty. HI. R. 6040 would further amend the definition of United 
States value by removing any limitation whatever on the amount of 
conmnission which might be deducted. Elimination of this percent- 
age limitation might well result in establishment of commission rates 
on the part of foreign consignors for the purpose of securing the 
largest deduction possible in the calculation of United States values. 

The bill apparently makes some effort to control such a manipula- 
tion in the provision found in subdivision (g) on pages 8 and 9, pro- 
viding that transactions between certain related persons may be dis- 
regarded if the amount involved is found to not fairly reflect usual 
transactions. Nevertheless, the opportunity would seem to exist for 
widespread possible evasion. 

H. R. 6040 would remove entirely the existing limitation of 8 per- 
cent on the amount of profit and general expenses which might be 
deducted in calculation of United States value and would fix no limi- 
tation whatever on such amounts. This again, must result in sub- 
stantial reductions in dutiable values on a number of commodities. 

The bill, in subdivision (c) (8) furthermore would permit deduc- 
tion in calculation of United States value of Federal excise taxes 
imposed on wholesale transactions in the United States, a practice not 
permitted under present law. The effect, therefore, is to permit taxes 
to be deducted which are now included as part of United States value— 
another lowering of the duty value base. 

Cost of production, or constructed value, the final possible dutiable 
base, would be changed under the proposed bill by deletion of mini- 
mum additions now required for general expenses and profit. Under 
present law, the addition for overhead must be not less than 10 per- 
cent of the cost for material and fabrication and the amount of profit 
to be added must be not less than 8 percent of the cost of the sum for 
materials and fabrication and overhead—a further change, the inevi- 
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table result of which must be to lower the possible base for application 
of duties. 

The definition of so-called constructed value would be further 
changed by providing that the cost of material should not include any 
internal tax applic able in the countr y of exportation which is remitted 
or refunded upon exportation of articles in which the materials are 
used. This provision is in accord with the GATT agreement, article 
VII, 3 

The American selling price is the remaining basis of possible 
dutiable value for imported products, and is, as stated, of great impor- 
tance in its relation to coal-tar products of this industry. 

The proposed new definitions of terms entering into determination 
of export value and United States value would apply equally to Amer- 
ican selling price; that is, “freely sold or in the absence of sales offered 
for sale,” “ordinary course of trade,” and “usual wholesale quantities.” 
It is impossible to assess the effect of the changed meaning of these 
terms in application of the American selling price provision of law. 
“ach case is different and the final result can only be determined by 
relation to specific facts connected with a particular article. The pro- 
posals, however, offered at this time accent the confusion and uncer- 
tainty which flows from the unremitting attacks on the tariff-rate 
structure of this industry. 

Simplification of customs procedures, including section 402 of the 
Tariff Act of 1930, is undoubtedly desirable. No valid objection would 
be made to true simplification. Clarification of existing law, and par- 
ticularly a speeding up of the determinations by the customs : appraisers 
of dutiable values would be applauded on all sides. But the bill H. R. 
6040 goes far beyond this objective. The benefits which might accrue 
to importers thereunder are far outweighed by the direct injury caused 
to this and undoubtedly to many other industries in the United States 
by the automatic reduction in duty resulting from its operation. 

The Congress has always been exceedingly careful to study and 
weigh the effects, on all interests concerned, of possible reductions in 
tariff rates of duty. The elaborate procedures, which it has prescribed 
under the Trade Agreements Act, are but one example of the care 
exercised by the Congress to insure that no reduction in duty is made 
without full opportunity for all interested parties to be heard, and an 
eXamination and weighing of the effects of any contemplated reduction. 

A second recent ex ample i is found in the Customs Simplification Act 
of 1954 in which the Congress instructed the Tariff Commission to 
make a complete study of all provisions of customs law of the United 
States and to report to it recommendations for a revision and con- 
solidation of such laws. In that act, the Commission was instructed 
to simplify the determination and application of tariff classifications, 
but wherever possible, to accomplish this result without any change 
in rates of duty. In any case where the Commission found it could 
not accomplish ‘the desired result without change in duty, the Congress, 
in line with its historic policy, prescribed that notice of such change 
and the probable effect thereof be given and opportunity afforded for 
all parties interested to present evidence and be heard at public hear- 
ings. A similar safeguarding limitation would seem to be appro- 
priate here. 
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The Treasury Department does not know and this industry does not 
know all of the products which would be affected by the changes pro- 
posed by this bill, nor the extent of any changes in value. 

The bill, as presented, contains many provisions, the full meaning 
of which can only be determined by practical application of its terms. 
One result of the bill is, however, crystal clear, namely, that it will re- 
duce duties on a broad range of products and specifically, insofar as 
this industry is concerned, w vill reduce duties collected on coal tar prod- 
ucts by 414 percent, industrial chemicals by 7.33 percent, pigments, 
paints, and varnishes by 10 percent, and drugs and allied products by 
15.39 percent. We assert that no such substantial reductions should be 
permitted to be made effective in disregard of established procedures 
and under the guise of accomplishing a different result. 

For all of these reasons, the valuation provisions of H. R. 6040 
should be rejected. 

The CHarrMANn. Does that complete your statement, Mr. Hooker ? 

Mr. Hooker. Yes, sir. 

The Cuatrrman. We thank you for your appearance and the in- 
formation you have given the committee. Are there any questions ? 

Mr. Suwpson. Mr. Chairman ? 

The CHarman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Soreson. Mr. Chairman, Mr. Hooker requested that a report of 
the Bureau of the Census to which he made reference be included in 
the record at the end of his statement. I have no idea how lengthy it is. 

Mr. Hooker. It is right here, sir. I took the precaution of handing 
it to the clerk earlier. 

Mr. Stueson. We need permission to insert it. 

The CuarrMan. How many pages is it? 

Mr. Cotsurn. Eight pages, sir. 

The CuatrmMan. That is too long. Then there are some charts there, 
are there not? 

Mr. Cotsurn. There are tabulations; no charts. 

The CHarrmMan. Without objection it will be filed with the clerk 
for the use of the members. 

Mr. Siupson. Mr. Hooker, you are making the point that in the first 
place you are getting substantial tariff reductions here without any 
right of pr otest to any duly constituted body, as you have that right 
under the reciprocal trade laws? 

Mr. Hooker. That is true, sir. 

Mr. Suweson. In your industry, which is substantial, as you point 
out, it is serious. The items on page 12, such as coal tar products and 
industrial chemicals and so on, are important. Some of those I have 
always understood are essential in wartime. 

Mr. Hooxer. I think there can be no question of it, sir. It has been 
established over the years since World War I, when we discovered that 
we had no adequate chemical industry with which to defend our own 
shores. It has been established that many of these products are essen- 
tial to the defense of our country. 

Mr. Suvpson. Your industry is subjected at the moment, is it not, to 
consideration for tariff cuts? 

Mr. Hooxer. Under H. R. 1, sir. 

Mr. Stmeson. Under existing law? 

Mr Hooker. Yes. 

Mr. Srwpson. And under the Japanese negotiations ? 
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Mr. Hooker. Yes, indeed. I would like, if I may, to check with 
counsel. 

Mr. Corsvurn. That and the Swiss. 

Mr. Srmpson. Likewise in connection with the negotiations with 
the Swiss people, in order to make up the loss alleged to have occurred 
in the Swiss watch decision. 

Mr. Hooxer. That is right, sir. 

Mr. Stupson. You have no way of knowing the extent to which 
your industry, or any item, may be cut, have you? 

Mr. Hooxer. I believe that is correct, sir. 

Mr. Stmpson. It is correct. 

Mr. Hooxer. That is right. 

Mr. Srupson. They do not tell you. They are just negotiating 
behind closed doors; is that correct ? 

Mr. Hooker. Yes, sir. 

Mr. Simpson. You cannot find out. Here, though, we are telling 
you what we are going to cut in this bill. 

Mr. Hooker. That is right. 

Mr. Simpson. Do you have any information whether in the cur- 
rent trade negotiations they are considering the fact that we may 
pass this and cut your rate? 

Mr. Hooxer. May I check that with counsel ? 

Mr. Cotspurn. We have no information on it. 

Mr. Hooker. I do not know of any, and counsel says we have none. 

Mr. Suvpson. I have a little item here that I got this morning. 
You know, we want to get business to go abroad and get American 
dollars to go over, but here is an item from the International Financial 
News Survey dated May 20, 1955, on Swiss measures against capital 
influx, and I quote: 

In order to slow down the inflow of foreign capital, the Swiss Association of 
Bankers has requested banks to accept transfers from abroad in excess of 50,000 
Swiss francs—$11,700, more or less—only on condition that notice of such 
transfers is given 2 months in advance and that no interest is paid on deposits 
arising from them. The Swiss bankers have voluntarily agreed to the request. 
A similar gentleman’s agreement had been in force for some time during 1950. 
To me that seems to indicate that they are not so eager for American 
dollars or for American money to go abroad and provide competition 
with them over there. 

Mr. Hooker. I can only heartily agree with you, sir, that the so- 
called dollar gap, I think, can be demonstrated, has long since dis- 
appeared. 

Mr. Srupson. There was a report made in connection with the 
GATT studies on the need for dollars abroad. Excerpts from it were 

ublished in the New York Times. It was so adverse to the claims 

eing made about how badly dollars were needed abroad and how 
big a gap had to be filled up that it was immediately sat upon, and no 
one can get a copy of the report. They alleged they were making 
further studies, and so on, but they did give it to this newspaperman 
and he got it out. I have seen it. I do not pretend to be able to 
analyze it as an economist might. I simply say it indicated what. 
the New York Times man said; namely, that throughout the years 
we have been kidding ourselves in believing that there was such an 
adverse dollar balance against foreign countries. 
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That is a subject that we ought to go into before we give everything 
away we have. 

Mr. Hooker. Yes,sir. Iagree with you thoroughly. 

Mr. Stupson. Do you see any real danger to our economy and to 
your industry if we continue cutting your rates down? Do you go 
ahead and take a loss in a lot of items and keep on manufacturing 
simply because you are making money in the rest of your industry ? 

Mr. Hooxrr. Yes, sir; I see very real danger. I think the Amer- 
ican public has reason to be very proud of the prosperity of the Amer- 
ican chemical industry, which results from the fact that they have done 
a good job in providing chemicals which people want in this country, 
and which have added to our general scheme of things. 

Mr. Srvvson. You manufacture many hundreds of items, do you 
not ¢ 

Mr. Hooxer. Hundreds and thousands of items. 

Mr. Simpson. If on any one of those items the rate is cut, or for 
any other reason you lose a lot of money because of foreign competi- 
tion, the fact that you are making money on other items does not 

require you to continue to manufacture the ones on which you lose 
money? In other words, you stop making the ones on which you are 
losing money ? 

Mr. Hcoxer. Absolutely. You must stop making the ones you 
are losing money on. Many times those items which you lose money 
on are the items essential to programs of defense and a great many 
other industries, which in turn are put at a serious disadvantage. 

Mr. Stmpson. It is entirely ppeuible that one or more of those criti- 
cal items may be affected here by a substantial cut in the tariff rate, 
without consideration, but just willy nilly. 

Mr. Hooker. May I say, sir, it is highly probable; more than 
possible. 

Mr. Simpson. In connection with the negotiations going on, we 
may wake up to find this result occurring in some vital area, simply 
because we are not careful in this bill? 

Mr. Hooker. Yes, sir. In other words, sir, it is our thought we 
should be looking forward rather than waiting and looking back at 
a corpse. 

Mr. Stimpson. You madea highly constructive suggestion, I thought, 
as to how we might amend this bill. The gist of it would be to make 
this a real simplification bill, and not a rate-reduction bill. 

Mr. Hooker. Yes, sir. 

Mr. Stmpson. Do you recall how you suggested we do that? 

Mr. Hooker. Well, customs simplifies ition, sir, is obviously a very 
technical subject with which I do not claim to have full knowledge. 

Mr. Suwpson. On one of the phases someone suggested that if there 
is danger of a cut in rate—— 

Mr. Hooker. That there be compensating procedures that would 
restore the cuts that had been made. If you wanted to go ahead 
and simplify it and do something in order to simplify it there should 
be compensating procedures that under the guise of a simplification 
act would not give you a tariff reduction. 

Mr. Suweson. So that the burden would be the same as now? 

Mr. Hooxer. Yes, sir. 

Mr. Simpson. Even though the base upon which the rate is levied 
might be different ? 
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Mr. Hooxer. That is true, sir. 

Mr. Srwpson. You have referred to GATT here a considerable 
number of times. I want to ask you—and I have no doubt it is your 
opinion—if we are trying here to give congressional SPPrON al to a 
number of the items in GATT, which has been in effect but to which 
officially we have never subscribed ? 

Mr. Hooker. Congress, I understand, has never subscribed to 
GATT. 

Mr. Stupson. And we are here called upon to approve certain items 
of GATT? 

Mr. Hooxer. That is the impression I have, sir. That is what I 
am trying to call attention to. 

Mr. Simpson. I am sure you must agree with me that inasmuch as 
the President has asked us to consider the procedural portion of 
GATT in its entirety, and we have a bill for that purpose before us 
now, that we should hold the entire subject for consideration at one 
time, instead of doing it piecemeal ? 

Mr. Hooker. I do most wholehe: artedly agree, sir. 

Mr. Simpson. Thank you, sir. 

Mr. Hooxer. Thank you. 

The CuarrmMan. Let me inquire briefly, Mr. Hooker. 

On the last page of your prepared statement here you list four items, 
and the largest percentage shown by you is for the last item, “Drugs 
and allied products,’ ” 15.39 percent. What is the total imports of 
those products ? 

Mr. Hooker. I cannot answer that question, sir. Perhaps counsel 
can. 

Mr. Cotsurn. The Treasury survey in that connection, from which 
this figure of possible reduction was extracted, indicates a subgroup 
of the statistical classifications of drugs, and so forth, as No. 26, and 
that the total value of imports was $14,899 000. 

The Cuarman. That is the figure I have before me. The next 
column, “Total value of all imports, proposed law,” shows $12,574,000, 
and the difference is $2,318,000. So that is what you are talking about 
here? 

Mr. Cotsurn. That is correct, sir. That is where Mr. Hooker got 
his figures. 

The Cuatmrman. The 15.39 percent would apply to the $2,318,000 
of imported products? 

Mr. Cotsurn. In other words, I take it that means that the $2 mil- 
lion plus would represent the amount of reduction in dutiable values 
of merchandise falling under this statistical category if the proposed 
bill be adopted, and that in turn means there would be a 15.39-percent 
reduction in existing dutiable values. 

The Cuamman. But that would apply to the $2,318,000? 

Mr. Cotpurn. The $2 million represents 15 percent plus. 

The Cramrman. Yes. 

Mr. Corspurn. It would be applied to something over $12 million 
of total imports. 

The CrarrMan. Yes. 

Mr. Cotsurn. The $2 million represents the amount of reduction. 

The Cuatrman. Under that classification you are talking about, 
what is the total \ nited States production, dollarwise ? 

Mr. Cotsurn. I do not know. Do you know, Mr. Hooker? 
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Mr. Hooxer. I do not know, sir. I am sure that I and my asso- 
ciates in the industry would be happy to get you a figure and present 
in writing to the best of our ability an accurate answer to your 
question. 


The Cuarman. I would like for you to do that. 
(The information is as follows:) 


SYNTHETIC ORGANIC CHEMICAL MANUFACTURERS 
ASSOCIATION OF THE UNITED STATES, 


New York, N. Y., June 2, 1955. 
Mr. Leo H. Irwin, 


Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. Irwin: Reference is made to your letter of May 25, addressed to 
Mr. R. W. Hooker, vice president of this association, requesting that the com- 
mittee be supplied with the total United States production in dollars of drugs 
and allied products. 

This is understood to refer to the subgroup No. 26, “Drugs, herbs, leaves, 
roots, etc.”, included in the Summary of Survey and Projection Against Total 
Import Statistics filed with the committee by the Treasury Department and 
referred to by Mr. Hooker in his statement to the committee on the bill H. R. 
6040. That survey indicated cuat the total value of all imports in this subgroup 
during the fiscal year 1954 amounted to $14,892,803; and that if the bill, H. R. 
6040, were adopted, the decrease in customs revenue as a result of changes pro- 
posed by the bill would amount to 15.39 percent. The import volume, of course, 
is multiplied several times prior to sale at a level where it may represent actual 
competitive impact with corresponding products of American production. 

This association had made diligent inquiry to ascertain in advance of ap- 
pearance before the committee the specific commodities included in the general 
subgroup title in question, in order to be in a position to match up the import 
volume very directly with domestic production and/or sales. 

To this date, we have been able to learn only that substantially all of the im- 
ports included therein fall within the major groupings of drugs and animal origin 
advanced, and drugs of vegetable origin advanced, both dutiable under the pro- 
visions of paragraph 34 of the Tariff Act of 1980 as amended. We have been 
unable to obtain information on specific commodity designations included in 
the customs survey study. 

There are no statistics of United States production or exports which compare 
strictly with this general grouping of imports. Based on the best trade infor- 
mation available, however, including statistics compiled by the United States 
Tariff Commission and the United States Department of Commerce, the total 
dollar volume of sales of products comparable with the drug group in question 
amounted in 1953 to approximately $300 million. This total includes not only 
products falling under paragraph 34 of the Tariff Act and here in question, but 
also an undetermined volume of products properly classifiable under paragraph 5 
of the Tariff Act, if imported. 

If we can be of any further assistance in this connection. we shall be very 
happy to do so. 

Very truly yours, 
P. K. LAWRENCE, 
Chairman, International Commercial Relations Committee. 


The CHarrmaNn. I am a little surprised that you gentlemen, speak- 
ing for your industry, do not know what the production is in this 
country, when you are here complaining about the harm that is 


going to be done to you. I should like for you to present that in 
writing to the committee. 


Mr. Hooker. We would be happy to, sir. 

Mr. Smpson. Mr. Chairman ? 

The Cuarrman. Mr. Simpson. 

Mr. Simpson. Did you ever hear of the war that was lost because 
of the horseshoe nail being lost? If you apply a hit-or-miss 10 or 15 
percent reduction against all of your items you are just as apt as not 
to hit a really critical item which is vital to the defense of the country. 
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Is that not the point you are making, Mr. Hooker / 

Mr. Hooker. Very definitely, sir. 

Mr. Stmpson. We have to apply these things carefully. Even in 
the reciprocal trade program we have fellows who call themselves 
experts who go behind closed doors and do the negotiating. They 
are supposed to know what they are doing. But here, without any 
consideration of the effect that a 5- or 6- or 10- or 2-percent cut might 
have, we are asked to provide such a reduction in the simplification 
bill. Industry has no chance to properly present its case, as it would 
do if it were announced as a tariff. reduction bill. So I think we 
cannot be overly careful in this matter. 

That is all. 

Mr. Hooxer. Yes, sir. 

The Cuatrman. As I recall it, this is about the fourth time we have 
held public hearings on this subject. 

Mr. Hooker. I believe that is correct, sir. 

The Cuarrman. All of you have always appeared in opposition ; 
have you not ¢ 

Mr. Hooxer. I am not sure all of us have always appeared, sir, but 
I think, generally speaking, most of us have appeared in opposition 
to this type of thing; yes, sir. 

The Cuamman. You have always been against it, are against it 
now, and always will be? 

Mr. Hooker. I think that is looking too far ahead, but we are 
against it now, sir; certainly. 

The Cuamaan. All right. Thank you. 

Mr. Hooxer. Thank you. 

The Cuarrman. The next witness is Mr. R. F. Hansen. 

Come forward, please, sir. Please give your name, address, and 
the capacity in which you appear. 


STATEMENT OF RICHARD F. HANSEN, REPRESENTING THE 
MANUFACTURING CHEMISTS’ ASSOCIATION, INC. 


Mr. Hansen. Mr. Chairman and Members of the Committee: My 
name is Richard F. Hansen. My address is 61 Broadway, New Y ork 
City. I am testifying here today for the board of directors and 
membership of the Manufacturing Chemists’ Association, which rep- 
resents something more than 90 percent of the volume of chemicals 
produced in the United States. More than half the associations’ 140 
members are classed by Government standards as small business. 

We endorse continuing efforts to improve the procedures for cus- 
toms simplific ation as expressed in the statement placed in the appen- 
lix of the Congressional Record by the chairman of this committee, 
Mr. Cooper, on : May 10, 1955. We, as businessmen, cannot do other- 
wise than applaud’ measures to improve and increase the efficiency 
of Government. We, therefore, support the declared objective of 
H. R. 6040. 

We have had a relatively short time to examine this bill since its 
introduction on May 5. We have reached a preliminary opinion that 
those parts of the bill providing for conversion of currency and the 
repeal of obsolete provisions of the customs laws appear to conform 
to the announced purpose of this bill, and, therefore, are commendable. 
However, section 2 of this bill, which would revise the methods for 
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valuation of imports, goes considerably beyond the mere simplification 
of customs procedures. The actual effect of this section would be to 
reduce the amount of duty collected on virtually all classifications of 
imports subject. to ad valorem duties. The reductions which would 
result for most chemicals are substantially greater than the average 
reduction for all imports. This is borne out by the recent Bureau of 
Customs Survey Showing Effect of Proposed Change in Valuation 
Provisions of Tariff Act, “and by a special study prepared in 1954 by 
the Bureau of Census for the Synthetic Organic Chemical Manufac- 
turers Association. An analysis by that association of these two 
studies has been presented to you in previous testimony today. That 
testimony showed that not only the elimination of “foreign value” but 
also the proposed new definitions of “freely sold or in the absence of 
sales offered for sale,” “ordinary course of trade,” and “usual whole- 
sale quantities” will, in each instance, separately and cumulatively, 
have the effect of reducing duties applicable to chemicals. We agree 
completely in that associ: stion’s ani ilysis and conclusions. We seriously 
question whether such reductions are properly a part of, or are essential 
to, legislation to simplify customs procedures. In our opinion they are 
not, and would work an unnecessary hardship on our industry. 

Previous testimony before congressional committees on behalf of 
this association and by other representatives of the chemical industry 
has demonstrated that important segments of this industry can be 
harmed and weakened by indiscriminate tariff reductions. We have 
consistently maintained that any duty reductions should be made only 
with careful selectivity, after study of their possible effects, and that 
they should be applied gradually so that their effects can be determined 
by experience and corrected, if necessary, before too great harm can 
result. 

This association endorses the principles of foreign economic policy 
as stated by President Eisenhower in his letter of February 17 to the 
Honorable Joseph W. Martin, Jr., concerning H. R. 1, in which the 
President stated that the administration of the foreign economic 
program will be gradual and selective in application, because— 

* * * across-the-board revisions of tariff rates would poorly serve our Nation’s 
interests— 


and that— 


in the program’s administration the principle of true reciprocity will be faith- 
fully applied. 

In our testimony before the Senate Finance Committee on March 
8, we strongly urged that these principles be implemented in the 
enactment of H. R. 1 We believe these principles should apply in 
any legislation which will affect the amounts of duty collected on 
specific items, whether resulting from changes in valuation as in 
H. R. 6040, or from changes in rates as provided in H. R. 1. Those 
provisions of H. R. 6040 which would result in lowered duties would 
be automatic, would apply across the board and, therefore, would 
contravene these principles of selectivity, gradualness, and reciprocity. 

We remind you that United States import duties on many products 
of the chemical industry have been reduced since 1934, on the average 
by 50 percent, ane on quite a number of products by as much as 75 
percent. H. R. 1, now under your consideration, would authorize 
additional eee of 15 percent, which under certain circum- 
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stances could be increased to as much as 30 percent. In view of 
these previous and proposed reductions, additional lowering of duties 
that would result from H. R. 6040 should not be countenanced in 
attempting to accomplish customs simplification. 

Congress has ample opportunity to express its intent as to adjust- 
ment of duties in legislation which clearly manifests such intent. 
Confining provisions for tariff adjustments at this time to H. R. 1 
would have the virtues of providing selectivity through the screen- 
ing process of peril-point procedures, gradualness through requiring 
each reduction to be spaced over a 3-year period, and reciprocity 
through limiting our reductions to concessions designed to provide 
corresponding market opportunities for American exports. 

The duty-reducing provisions of H. R. 6040 inject controversial and 
unnecessary obstacles to achieving the commendable objectives of 
customs simplification. 

We believe it is possible and desirable to achieve simplification of 
customs administration without further reduction in duties. We 
further believe, and strongly urge, that until the proper methods for 
attaining this objective can bs worked out, provisions affecting duties 
should not be put into law. Therefore, we urge this committee to 
delete section 2 of H. R. 6040, or to amend it to remove the ob- 
jectionable duty-lowering features. 

The CuHarrmMan. Does that complete your statement, Mr. Hansen? 

Mr. Hansen. That does, Mr. Cooper. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Are there any questions? 

I should like to ask a question for information, please, Mr. Hansen. 
You state in your opening paragraph of your statement that your 
association represents something more than 90 percent of the volume 
of chemicals produced in the United States. 

Mr. Hansen. That is right, sir. 

The CHatrmMan. Can you tell me what the dollar value of the 
chemicals produced in the United States is? 

Mr. Hansen. Yes; I think we can get that figure. Chemicals and 
allied products, substantially the same definition, I believe, as chem- 
icals and related products, included in schedule 1 of the Tariff Act, 
would amount to about $20 billion a year. 

The CuairmaNn. All right. We thank you for your appearance and 
the information given the committee. 

Our next witness is Mr. John G. Lerch. Come forward, please, sir. 
Mr. Lerch, we have heard you many times. Please follow the usual 
custom and give your name, address, and the capacity in which 
you appear for the record. 


STATEMENT OF JOHN G. LERCH, ATTORNEY, LAMB & LERCH, NEW 
YORK CITY, REPRESENTING NINE TRADE ASSOCIATIONS 


Mr. Lercu. My name is John G. Lerch of the firm of Lamb & Lerch, 
25 Broadway, New York City. I am an attorney specializing in the 
practice of customs law and I represent here the individual members of 
the nine following trade associations: 

American Manufacturers of Thermostatic Containers 
The Candle Manufacturers Association 
63404—55——7 
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Collapsible Tube Manufacturers Association 

The Industrial Wire Cloth Institute 

The National Building Granite Quarries Association 

The Rubber Footwear Division of the Rubber Manufacturers 
Association 

The Toy Manufacturers of the United States of America, Inc. 

The Twisted Jute Packing and Oakum Institute 

United States Potters Association 

On behalf of the United States manufacturing concerns whom I 
represent here, and on my own behalf personally, I am opposed to 
enactment of H. R. 6040, and H. R. 1. 

May I say of this bill, H. R. 6040, and H. R. 1, the so-called Customs 
Simplification Act of 1955, what I have said as to its predecessors. 
It is not a “simplification” of customs in any sense, but its application 
to the assessment of duty on imported merchandise, if adopted, will 
greatly tend to confuse and make uncertain the present customs prac- 
tice and the administration of our customs laws. 

For more than a quarter of a century we have appraised merchan- 
dise under the formula set forth in section 402 of the Tariff Act of 
1930 and its predecessor. This formula contemplated : 

. Foreign value, or 

2. Export value, whichever is highest, or 

3. United States value, or 

4. Cost of production, or 

5. American selling price 

Each of these described a set of facts which if existent and applicable 
to the imported merchandise determined its value for customs pur- 
poses. They contemplated no adjustments, no allowances and no 
exercise of discretion on the part of the appraiser. 

Over a quarter of a century of litigation our customs tribunals have 
determined the meaning of the language of existing law to the extent 
that any importer, Government official, or interested party, with a 
little ilies. can apply the law. 

In the proposed bill, all of this experience and judicial determina- 
tion is cast to the four winds, for this bill attempts to define the factual 
elements of existing law, which outside of a customs tribunal, had 
never before been done. Before the meaning of this new legislation 
will be understood, and with any degree of certainty can be applied to 
imports, another prolonged period of litigation will have to ensue. 
In the greatest stretch of the imagination, could this be brought within 
the category of simplifying customs ? 

I have read the testimony, reports, and so forth, of the Government 
officials and those proponents of the past bills which would have 
changed our forms of value for duty purposes and have yet to find 
one legitimate reason for discarding the well-settled practice, which 
has apparently worked to the advantage of all concerned. The real 
reason may be because certain of our State Department representa- 
tives, sitting in at a conference in a foreign country, under the auspices 
of any agency which our Congress has never condoned (GATT), 
pledged us to a change. 
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For your information, I quote from GATT, volume I, page 15. 
Article VII of GATT provides: 


Articte VII 
VALUATION FOR CUSTOMS PURPOSES 


1. The contracting parties recognize the validity of the general principles of 
valuation set forth in the following paragraphs of this article, and they under- 
take to give effect to such principles, in respect of all products subject to duties 
or other charges or restrictions on importation and exportation based upon or 
regulated in any manner by value, at the earliest practicable date. * * * 

I make this statement for the reason that the only basis for the 
change is a pledge which our representatives apparently made to 
GAAT to put into effect the agreements of that organization to base 
the value, for duty purposes on a fair value, and to obliterate any 
value which had as its basis home trade or economics. 

My understanding was that the proposed bill, with the exception of 
eliminating comparative value, was substantially the same bill as 
H. R. 6584 of the first session of the 83d Congress. A comparison 
of the two bills shows that this is not so. H. R. 6040/1 further changes 
our present method of a factual finding of dutiable value under sec- 
tion 402 of the Tariff Act of 1930, that did its predecessor, even with 
the elimination of comparative value, by giving the appraiser dis- 
cretionary powers through the definitions of the terms used. 

To illustrate this, section 2 (c), United States value, by the elimina- 
tion of a single word, “imported,” changes the entire basis upon which 
this form of value has hitherto operated. Under existing law, this 
value applies to the price at which such or similar imported merchan- 
dise is freely olteeed for sale in the principal market of the United 
States for domestic consumption. In the proposed bill, the word 
“imported” is deleted from this provision. Is it meant by this to per- 
mit the appraiser to consider in appraising the imported merchandise 
the price at which such or similar domestic merchandise is sold, or 
offered for sale in the United States? If this is so, it would result in 
appraising imported merchandise at a higher value than under existing 
law, and the interests that I represent here would have no objection 
to it. However, I have grave doubt that it would be so administered. 
The removal of the word “imported” leaves open to the appraiser the 
power to determine what is such or similar merchandise, which could 
result in using as the basis an inferior imported or domestic article, 
since the definition of such or similar, (4) (c) (ii) and (iii) permit the 
use of : 


(c) Merchandise (ii) like the merchandise undergoing appraisement in com- 
ponent material or materials and in the purposes for which used, and (iii) ap- 
proximately equal in commercial value to the merchandise undergoing 
appraisement. 

The United States value, (c) (1), further permits the deduction of 
commissions paid, whereas existing law and the predecessor of this 
act limited the deduction of a commission to merchandise secured 
otherwise than by purchase, or agreement to purchase. 

Under existing law, the deduction for commission was limited to 
6 percent. This limitation disappeared with the predecessor of this 
act, and is not to be found here. 

Existing law also provided that the deductions for general expenses 
were to be not more than 8 percent, and their profits not to exceed 8 
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percent. The proposed law would seem to permit the deduction of 
all general expenses and profits. 

Subparagraph (2), in outlining the deduction for expenses and costs 
of transportation, insurance, etc., under existing law, was an actual 
figure, being the amounts expended therefor, whereas the proposed 
law would permit the deduction of these expenses when “incurred with 
respect to such or similar merchandise,” apparently without regard 
to their actual expenditure in the importation under appraisement. 

Constructed value, section (2) (d), follows export value, as one of 
the bases of appraisement. Under existing law, this form of value is 
constructed by adding the actual cost of the materials used in manufac- 
turing the importation, the cost of fabrication or other processing, not 
less than 10 percent for general expenses, and 8 percent for profit, plus 
the cost of all containers and coverings. The present bill eliminates 
from the existing law any taxes which were levied on the material 
entering into the fabrication of the merchandise, and also eliminates 
the cellar for general expenses and profit. 

Thus, this provision permits the construction of a fictitious value, 
based upon less than the actual costs of the materials to the foreign 
producer, and would permit the producer to eliminate from the com- 
putation a large part of general expenses, and possibly all profit made 
abroad. This could be accomplished by an American company, financ- 
ing a subsidiary in a foreign country, and shipping it itself in Amer- 
ica at bare cost, thus defeating the goal of its existing companion pro- 
vision, which sought to fabricate a value which would represent a fair 
value at which it might have been freely offered for sale in the foreign 
country, had conditions so warranted. 

Following the forms of value, subparagraph (f) defines the terms 
used in the forms of value which I have enumerated. This is a new 
departure. The terms, which are here defined, have been in our tariff 
law for over half a century, and have been construed by our courts as 
describing a set of facts which, if existing, would result in appraise- 
ment under the subparagraph in which they occur. No allowances 
or discretion was entailed in their application. If the described facts 
existed, it was compulsory upon the appraiser to use that value for duty 
purposes. In the definition of these identical terms, certain discre- 
tionary powers are granted the appraiser in ascertaining the export 
value, United States value, and constructed value. As I have pre- 
viously stated, I have yet to hear one valid reason for Hieeabding 
experience of a half century for a formula which the proponents of 
this bill would seem to believe would be more specific, although from 
my own experience in the administration of our customs statutes, it 
will take a quarter of a century of litigation before the meaning of the 
terms of this act approach the certainty with which the present statutes 
are applied. 

Of course, it is possible to apply the terms of the proposed act in 
such a liberal manner that the importers will not resort to litigation. 
I hardly think that this was in the minds of those who drafted this 
bill, but in my judgment, such a result could attain. 

In the proposed act, foreign value is eliminated, for which form 
of value I have stated I hold no brief. However, it is a strange 
anomaly that those who drafted this bill saw fit to eliminate foreign 
value as a basic form for appraising merchandise, and yet depended 
upon constructed value, which has for all of its bases costs and con- 
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ditions existing in a foreign country, and under which a very large 
percentage of imports will be appraised, if this law becomes effective. 

I say this because foreign producers and importers are very resource- 
ful in creating conditions which are wholly within their control, and 
which will eliminate the application of export and United States value. 
Let us take a very obvious illustration: An American company goes 
abroad, takes advantage of all of the inducements such as free land, 
tax exemptions, export subsidies, and manufactures an article peculi- 
arly adapted to the United States market, and invoices its product 
to the parent company in the United States, at absolue cost. The 

roduct is not resold in its condition as imported into the United 
tates. Under these circumstances we are relegated to constructed 
value. 

There are many varieties of this illustration, where the elimination 
of the export value and United States value could be accomplished. 
Constructed value, in all instances, would obviously be less than a 
true export or United States value. An importer would be remiss 
and unbusinesslike if he did not take advantage of every legal oppor- 
tunity to enter his merchandise at the lowest possible value. Our 
Supreme Court has held that it is legal to so manipulate imported 
merchandise as to secure the greatest possible benefit under our customs 
statutes. 

May I further observe that in a recently published Treasury ruling, 
defining fair value, as used in the antidumping law, the Department 
has retained foreign value as the basis for comparison, for the pur- 
pose of applying the dumping law. My question is, If foreign value 
was unworkable or objectionable for duty purposes, why is it any 
more accessible for the purposes of the dumping law, or for the pur- 
poses of calculating constructed value? Certainly, the price at which 
a foreign producer freely offers his merchandise for sale in his own 
country is far more accessible to our customs officials than the elements 
of constructed value, which entail an inspection of the foreign pro- 
ducer’s books, access to which are frequently denied, both to the im- 
porter and our Government officials. 

Yet, the enacting clause of this bill states “That this act may be 
cited as the ‘Customs Simplification Act of 1955 * * *°.” The use 
of the word “may” there is significant, since certainly no one familiar 
with customs procedure, and the application of the value provisions to 
imports, would be prone to call it by that name. 

n the light of the foregoing and for the reasons set forth therein, 
ann see no reason for the change of valuation, as set forth in this 
ill. 

Therefore, we are opposed to the enactment of 6040 and 1. 

May I say in addition to this statement that I endorse the recom- 
mendations that were made by the Customs Bar Association if any 
form of this bill is to be enacted. 

The Cuatrman. Does that complete your statement, Mr. Lerch? 

Mr. Lercu. It does. 

The CHarrman. We thank you for your appearance and the infor- 
mation that you have given the committee. 

Mr. Suwpson. Mr. Lerch, a couple of years ago we had a bill here 
that was defeated, either in the committee or on the floor, that con- 
tained “comparative value” as a means of determining the base to 
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which the rate would apply. That phrase, “comparative value,” is 
not in this bill; is that correct ? 

Mr. Lercn. That is true. 

Mr. Srvpson. Is it concealed in here in any sense ? 

Mr. Lercu. It is; in the definitions of the elements of value. 

Mr. Suwpson. Will you say whether the use of the comparative- 
value method is a proper means of ascertaining the true value? 

Mr. Lercu. I said I think you remember when I appeared in oppo- 
sition to that form of value that it permitted an appraiser to pull 
out of thin air a value upon which he would appraise the merchandise. 
In other words, with no yardstick to govern him he could make allow- 
ances for a difference between the imported merchandise and some 
theory merchandise he may have in mind. 

Mr. Stupson. Would you say now in this bill that he has the same 
authority and power? 

Mr. Lercn. It is not the same, but he has equal discretionary power. 

Mr. Stpson. Does it not add up to the same thing? 

Mr. Lercu. It does. 

Mr. Suwpson. And therefore those who objected to the other bill 
on the basis of the use of “comparative value” should be consistent, 
in your opinion, and object to this for the same reason. 

Mr. Lercu. They should be fully loud in their objection to this. 

Mr. Stupson. If they used the words “comparative value,” I have 
no doubt they would be, but by writing it another way maybe they 
do not understand it. 


Mr. Lercn. I think that is true, or there would be more opposi- 
tion here. 


Mr. Smreson. Have you any comments on Mr. Rose’s statement ? 
Mr. Lercn. Yes. 


(The following information was submitted by Mr. Lerch :) 


The Summary of Survey and Projection Against Total Import Statistics, pub- 
lished by Assistant Secretary of the Treasury Rose, and filed with your committee, 
is to my mind a self-serving declaration. 

It purports to show the percent decrease in revenue, when the terms of H. R. 
6040 and H. R. 6041 are applied to current imports. We are not told how the sam- 
ples were selected for this survey. In some instances but 1 sample was considered, 
while in others over 1,000 were considered. How many of these samples, if any, 
were appraised under existing law on the basis of foreign value, we are not told. 
It could be that all of the samples, the subject of this survey, are now being 
appraised on export value, in which event the percentage of decrease in revenue 
would obviously be very slight. It is just as obvious that where merchandise is 
now being appraised on foreign value, any of the forms of value proposed in 
H. R. 6040 and H. R. 6041 would decrease the revenue. A large percentage of im- 
ported merchandise today is appraised on foreign value, as the records of the 
reappraisement litigation before our customs courts will show. While as I have 
stated, I hold no brief for foreign value as a basis for determining dutiable value, 
nevertheless, if it is to be abolished, a form of value should be used which will 
not result in a further decrease in the amount of duty collected. 


Mr. Stwpson. Thank you, sir. 

The Cuatmrman. Are there any further questions? 

We thank you, Mr. Lerch, for your appearance and the informa- 
tion that you have given the committee. 

The next witness is Mr. Reuben Johnson. 

Will yeu please come forward and give your name, your address, 
and the capacity in which you appear, for the record ? 
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STATEMENT OF REUBEN JOHNSON, ASSISTANT COORDINATOR OF 
LEGISLATIVE SERVICE, NATIONAL FARMERS UNION 


Mr. Jounson. My name is Reuben Johnson. I am assistant coor- 
dinator of legislative services, National Farmers Union, legislative 
service office. 

I am appearing here for Mr. James G. Patton, president of the Na- 
tional Farmers Union, and I request permission to read the statement 
of Mr. Patton to the committee. 

The CHamman. You may proceed. 

Mr. Jounson. Mr. Chairman and members of the committee, in 
keeping with the program of National Farmers Union favoring ex- 
tension of the Reciprocal Trade Agreements Act and United States 
customs simplification, National Farmers Union endorses and sup- 
ports H. R. 6040. 

Many United States farmers produce products which have tradi- 
tionally entered into export trade, like cotton, wheat, tobacco, hogs, 
and other livestock, and certain fruits. The export market for such 
crops is important to farmers. We are constantly aware that it de- 
pends on low-trade barriers abroad, on prosperity and buying power 
in foreign countries, and especially on foreigners’ supplies of dollars. 
We know, too, that one of the chief ways in which foreigners obtain 
dollars is through the sale of goods and services to the citizens of the 
United States and that the amount they can sell is dependent in large 
measure on the simplicity and ease with which their goods can be 
brought into the United States under our customs procedures. 

United States farmers sold abroad in 1951 crops from approximately 
52 million acres; farmers sold abroad in 1953 crops from about 30 
million acres. The loss of foreign markets means that the farmers’ 
acres involved must be shifted to production of other crops or be taken 
out of production. Much more desirable than either of these alterna- 
tives is the continued large-scale export of United States agricultural 
produce. 

The United States economy as a whole suffers unless agricultural 
exports are maintained at a level commensurate with increases in 
domestic production. Recent drops in farm exports have adversely 
affected famers and nonfarmers alike. Severe cuts in farmers’ domes- 
tic prices, coupled with cuts in agricultural exports, have resulted in 
fewer purchases of farm machinery and consumer goods generally. 
These series of events have resulted in a spiraling down of retail sales 
and employment levels. 

While there has been some increase in exports from fiscal 1953-54 
to fiscal 1954-55, export losses from the fiscal years 1951-52 and 1952- 
53 have not been made up. 

Farm exports in 1952-53 were 31 percent below the value of such 
exports in 1951-52 and 20 percent below the average value of the pre- 
ceding 5 years. An increase of 4 percent in farm exports from 1952-53 
to 1953-54 means we still have not accomplished much more than 
merely to hold steady at the reduced export rate. 

Mr. Chairman, this problem of maintaining agricultural exports is 
related to the provisions of H. R. 6040, which are designed to elimi- 
nate obsolete provisions of the customs laws and which amends the 


Tariff Act. 
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CHANGES IN METHODS OF VALUATION 


We favor the feature of the bill before you which revises section 
402 of the Tariff Act. The present act provides that values of all 
products be determined on the basis of “foreign value,” which may 
be either the domestic wholesale value in the exporting country or 
the wholesale value for exportation to the United States, whichever 
is higher. H. R. 6040, as we understand it, would eliminate the highly 
complicated and time-consuming procedure of determining such “for- 
eign value” and make “export value” the basis of value of all im- 
ported items which are not duty free or are subject to specific rates. 

Alternatives to the “export value”—in the event it cannot be satis- 
factorily determined—setting forth the value of imported merchan- 
dise for the purpose of the act shall be as follows: 

(1) United States value: This is the going wholesale value at which 
imported merchandise is sold in the United States. 

(2) Constructed value: This means of evaluation is designed for 
use if all else fails. If we understand the basis for constructed value, 
it is to figure cost of production. 

Each of the above means of calculating values of imports is closely 
related to the “export value” or a realistic commercial value, if one 
had existed, and is a change from the calculation of values through 
arbitrarily fixed minimum percentages now contained in the law. 

Uncertainty as to the ultimate value and the customs obligation, 
always present under the present law, is eliminated. We feel that 
this revision of sec. 402 of the Tariff Act of 1930 will aid in the earn- 
ing of additional dollars by foreign countries from which we buy. 
These additional dollars will make possible purchase of greater quanti- 
ties of United States agricultural produce and industrial goods for 
export. 

DOLLAR SHORTAGE PROBLEM 


We are convinced that the “dollar shortage” abroad is the major 
reason for the sharp decline in farm exports during the 1952-53 fiscal 
year and feel that the correction of the problem is greatly in the 
interest of United States farmers, particularly those who grow 
cotton, wheat, rice, barley, tobacco, soybeans and certain fruits. 


EFFECT OF AGRICULTURAL IMPORTS 


Major supplementary agricultural import commodities are wool, 
cane sugar and molasses, oilseeds and their products, hides and skins, 
unmanufactured tobacco, beef and beef cattle, nuts, feed grains, and 
cheese. Where the quantity imported of any of these commodities 
exceeds the quantity of exports, it makes little difference pricewise 
what the ratio of imports is to United States production. No such 
imports would come in at all if they could not be laid down here at, 
or under, the domestic United States price. In the absence of supply- 
diversion type price support program, the imported part would set 
the price for the entire supply and therefore establish the market price 
received by United States farmers. 

The farm families who produce such commodities, therefore, have 
a direct and important interest in the terms under which such imports 
are allowed to enter the domestic market. For these families, the 
advantages gained from the exportation of other farm products and 
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of nonfarm products is general, diffused, and indirect while the com- 
petitive nature of supplementary imports is direct and immediate. 
However, the farm families who produce those commodities that 
must compete with imported supplies also share in whatever ad- 
vantages accrue to citizens generally from an intelligent foreign policy 
and from whatever general advantages they gain as consumers and as 
buyers of production items from increased ‘importation of low cost 
manufactured commodities and nonagricultural raw materials. 


CURRENCY CONVERTIBILITY 


H. R. 6040 amends the Tariff Act of 1930 to provide the buying 

rates of foreign currencies certified by the Federal Reserve Bank of 
ta York on the first day of any quarter will be used for that entire 
quarter, unless such rate varies 5 percent or more from the first certified 
rate for that particular quarter. 

National Farmers Union approves this provision as we believe it 
will result in greater ease and speed of administration. It is under- 
stood that the change would aid materially collectors who have here- 
tofore spent more time than considered necessary in maintaining a 
current daily certified rate list. 

Mr. Chairman, National Farmers Union supported the bill to 
simplify customs procedures passed by the House in 1953. While 
there are some minor changes between H. R. 6040 and the bill passed in 
1953, we believe that the same benefits to farmers and to the Nation 
generally would accrue. While we have not made a detailed study of 
the differences, we believe them to be clarifications of and improve- 
ments in the previous similar bill passed by the House. For example, 
we strongly favor the addition of the new subsection (g) in section 
402, which provides for review of transactions between related 
companies. 


INTERNATIONAL RAW MATERIALS RESERVE 


Higher farm family living standards in all nations, including our 
own, are dependent upon expanded international trade in farm com- 
modities and other raw materials. The United States generally is 
becoming increasingly dependent upon foreign sources for low-cost 
essential industrial raw materials. It is ordinary commonsense for 
each of the various nations to expend its greatest efforts in produc- 
ing those sorts of goods they can produce : at greatest efficiency, and 
the domestic surplus of which they can exe hange for those commodi- 
ties produced more efficiently, in surplus in other nations. 

Pending the time when the democratic nations of the world can 
come together in solid economic union, it would seem desirable to 
establish an interim agency to develop and operate an international 
raw materials reserve. 

This agency would be charged with the responsibility to prevent 
extreme fluctuations i in prices ‘of agricultural commodities and «her 
raw materials in the international market; to encourage eanendine 
production to meet the world’s pressing need for incre: ased supplies 
of food, fiber, and other raw materials; to make available foodstuffs 
in circumstances of famine; to absorb temporary market surpluses; 
and through use of national currencies involved, to make self-liqui- 
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dating loans through appropriate international lending agencies for 
economic development, as well as for the purchase, in food, fiber, and 
merchandise importing countries, of raw materials needed in food and 
merchandising exporting countries. 

I urge the members of this committee to give this suggestion care- 
ful study with a view to introducing and helping to bring about the 
enactment of a joint resolution of the Congress directing the execu- 
tive branch of the Government to initiate negotiations, through the 
United Nations or otherwise, to establish an international raw ma- 
terials reserve. Resolutions introduced in both the House and Senate 
would make possible negotiations for the purpose of preparing a 
specific plan to be presented to the Congress for approval. 


INTERNATIONAL WHEAT AGREEMENT 


A similar mechanism for conducting consciously directed, demo- 
cratically controlled international economic planning is the Interna- 
tional Wheat Agreement. I am relieved and gratified that this 
agreement was renegotiated in 1953. National Farmers Union sup- 
ports its renewal when it expires next year. Along with the success- 
ful establishment of an international food reserve or an internationa! 
raw materials reserve of the type I have just suggested, the renewal of 
the International Wheat Agreement and the development of other 
international commodity agreements are essential to the continued 
stability of the United States wheat industry and of the economic 
opportunities of farm families who produce wheat and export and 
import farm commodities. 

Mr. Chairman, National Farmers Union testified on January 21, 
1955, on the Trade Agreements Extension Act of 1955. We supported 
it as another negotiation type of consciously directed international 
economic cooperation that should be encouraged. 

Just as we supported the Trade Agreements Extension Act, we sup- 
port H. R. 6040. However, we do not believe that tariff elimination or 
custom simplification as such by unilateral action of the United 
States is the complete answer to the solution of foreign trade problems 
with which we are faced. 

We do not believe that United States farmers who produce for 
export or who produce commodities that must compete with imports 
should be asked to bear the full cost, respecting this production, of an 
intelligent United States foreign policy. I accord the same right and 
privilege to other domestic raw material and industrial producers. 
The benefits of better international economic cooperation accrue to all 
people and the cost involved should be borne by all the people. This 
means that in the case of both exports and imports, programs and 
policies should be established, as in the case of the International Wheat 
Agreement, to spread the costs to all the people instead of putting all 
the costs directly on the small number of producers concerned. 

With respect to such measures, there is always a clearcut choice of 
how the cost is to be spread to all the people. By some methods the 
cost is spread to all in their capacities as consumers and they pay the 
bill in increased retail prices of the things they buy in relation to the 
quantities of such purchases. 

By other methods the cost is spread to all the people in their capac- 
ities as taxpayers, and they pay in accordance with the ability-to-pay 
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principle incorporated in the Federal personal and corporate income 
and excise tax schedules. This is the method followed in connection 
with United States operation of the International Wheat Agreement. 

As a general principle, Mr. Chairman, I urge you to accept the 
proposition that no United States farmer or other producer whom 
we expect to remain in production be required to produce for export 
or to meet the competition of imports at any price less than the full 
parity price. 

There are probably some industries in which the entire United States 
need and demand can be met continuously and safely through com- 
plete dependence on imports. In such cases I recommend that the 
injured domestic industry be helped to make adjustments by means 
other than excluding imports, such as through extension of unemploy- 
ment insurance, assistance in retraining workers, conversion to other 
lines, and outright purchase where required. 

May I hasten to add that I know of no domestically produced 
agricultural commodity to which this applies. 

In all other cases programs and policies affecting imports and 
exports should be designed to provide full parity returns to domestic 
producers in ways that will be consistent with minimum hindrance 
to international trade and economic cooperation, and preferably by 
methods that will spread the temporary costs of the adjustments to 
all the people in accordance with ability to pay rather than through 
increased retail prices to consumers. 


TARIFFS ON RAW MATERIALS OTHER THAN FOOD AND FIBER 


The situation with respect to tariffs on metals, minerals, petroleum, 
and other raw materials except food and fiber products is a special 
‘ase in point. These materials are irreplaceable natural resources, 
which are destroyed in a single use and cannot be maintained or 
increased. In a troubled world it makes a great deal of sense to make 
as little inroad as possible on our natuural supply of such materials. 
From a purely selfish national viewpoint it would be better to import 
a maximum of such materials while conserving the supply within our 
own boundaries. However, within the framework of international 
economic cooperation, the wiser course would seem to be the estab- 
lishment of a balanced drain on natural irreplaceable resources of 
the different countries. 

Establishment of the international raw materials reserve would be 
admirable for this task. In the absence of such an international 
agency it would seem desirable to combine a United States national 
stockpiling program with the reduction and ultimate elimination of 
import duties and restrictions on metals, minerals, and petroleum, 
with a domestic program that will protect the legitimate interests 
of domestic producers. 


PEACE, PROSPERITY, AND DEMOCRACY 


Farm people share with all other citizens a broad interest in pro- 
moting increased domestic and democratic world production and eco- 
nomic expansion, development, and maintenance in all countries, in- 
cluding our own, of high levels of employment and real income and 
the creation of economic conditions conducive to world peace. It is 
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a matter of commonsense to realize (1) that everybody would be 
better off if we would produce and distribute more goods and services 
in the most economical manner possible in terms of manpower and 
resources costs, and (2) that people all over the world have common 
aspirations, needs, and vested interests similar to our own. 

In terms of the total economy of the free world, this means that each 
country should put its resources and people to producing what it can 
most efficiently in excess of its own needs and trading that excess for 
the excess of goods produced more efficiently by other countries. In 
this way the total goods and services produced by the countries of 
the free world will be at a maximum. 


National Farmers Union urges the enactment of H. R. 6040 as a 
step toward such a goal. 


PERTINENT PARAGRAPHS FROM NATIONAL FARMERS UNION PROGRAM 


Policies and objectives outlined in this statement are the outgrowth 
of democratically considered and determined policies of National 
Farmers Union. In this connection, pertinent paragraphs from the 
National Farmers Union program are being made a part of this state- 
ment for study and consideration by the committee. 


World affairs 


Farmers Union will continue to strive for the earliest possible attainment 
of a democratic world brotherhood of nations living at peace with one another 
in a United Nations that derives its just governmental powers directly from 
the people of the world and that provides the basis and opportunity for con- 
stantly increased production and improved living standards. 

The United States should give steadfast and increasing support to the United 
Nations as a place where differences between nations can be settled by demo- 
cratic processes of conciliation, arbitration, and negotiation. We shall give 
full support to the rapid development of stronger international agencies and to 
democratic regional and functional groupings and unions of nations consistent 
with the United Nations Charter and the Constitution of the United States. 
United States foreign policy 

The trend of world events has thrust the responsibility of world leadership 
on the United States. We reaffirm our support of United States efforts to 
assist in the expansion and strengthening of the productive capacity and living 
standards of democratic nations. We emphasize the great importance and 
decisive role that abundant United States food production can play in the 
implementation of these policies. In many areas better nutrition for low-income 
people can be more potent than weapons of war. United States and United 
Nations programs of economic and technical assistance should be established 
separately from military programs. Until such time as a world brotherhood is 
fully established, we assert, also, the responsibility of a free democratic na- 
tion to protect itself and, through the United Nations, protect weaker nations 
against aggression. 

Expanding economy of abundance 


We asser our conviction that our aims and aspirations can only be attained 
in an expanding full-employment economy. 
International food and raw materials reserve 

We urge establishment of an international agency to perform the following 
functions: 

(a) Prevent extreme price fluctuations in the international markets for food 
and other raw materials and encourage expanding production in order to meet 
the world’s increasing foodstuff and other raw material needs, both in terms 
of raising existing per person consumption and of future increased population ; 

(b) Maintain gainful employment not only in agricultural production, but 
also in those industries supplying agriculture and engaged in the processing and 
distribution of agricultural products and other raw materials; 
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(c) Absorb temporary market surpluses of food and other raw materials ; 
(d) Prevent famine and starvation; and 
(e) Provide for a self-financing operation through the orderly international 

exchange of raw materials and through the development of an international pro- 

gram of loans for raw-material development, and for corollary economic 
development. 


International commodity agreements 

The international raw materials reserve should be buttressed and coupled 
with additional international commodity agreements similar to the Inter- 
national Wheat Agreement. 

We urge the extension of the International Wheat Agreement, when it ex- 
pires, on a basis adapted to current conditions and related to an international 
farm parity index. 

Expanded use of abundant United States farm production for promotion of peace 

We urge immediate steps by the United States to make fullest possible use of 
abundant United States farm production to further the aims of United States 
foreign policy through establishment in foreign operations administration of a 
farm trading post to be used as the operating arm of the United States Govern- 
iInent to promote 

(a) The sale, barter, or loan of United States farm commodities for dollars, lo- 
cal currencies, or other commodities at the world price or below or as a donation 
to friendly foreign nations and to friendly peoples to promote economie develop- 
ment, to relieve famine and other emergencies and to relieve starvation and 
nakedness. 

(b) Foreign sale of exports at the world price through regular channels of 
trade, if possible, and preferably in connection with international commodity 
agreements. The difference between world price and the domestic support price 
would be made up by the United States Treasury, preferably by means of parity 
payments to producers, or if that is not done, through export subsidies. 

(c) Use donations of United States food to promote development of vocational 
training schools and other activities that will increase productive ability of the 
country invoived. 

(d) Use, to the fullest extent possible, the voluntary foreign relief organiza- 
tions so that United States food will actually reach those who need it, rather 
than those who could purchase it normally. 


Supplementary or competing imports of farm products 


Respecting imports of farm commodities that compete with domestic farm pro- 
duction, we favor adoption of policies that will give United States consumers 
an adequate supply at a fair price, preferably in connection with negotiated in- 
ternational commodity agreements, with provisions for protecting 100 percent 
parity returns to family farmers. If this can be done in no better way, we shall 
support an automatic flexible tariff that will eliminate imports at prices less 
than 100 percent of parity. 


Cost to be charged to foreign policy 


We are convinced that when American food and fiber are used to promote the 
aims of national policy, consumption expansion, civilian defense, national se- 
curity, or United States foreign policy, the costs of such programs should be 
charged to those appropriations and not to farmers and farm programs. 


Foreign policy to promote permanent peace 


There are today two major obstacles to the attainment of true world brother- 
hood and permanent peace. One is the continued existence throughout the world 
of colonialism and other uncorrected and indefensible evils which provide the 
seed bed for agitation, uprising, and revolt. The other is the fact that the rulers 
of the Soviet Union, instead of cooperating to end these conditions under free 
government, have revealed imperialistic world aims and a determination to ex- 
ploit every wrong for their own imperialistic purposes. We must work to ease 
and ultimately to end starvation, exploitation, feudalism, dictatorships, bad land 


tenure systems, discrimination, and all other injustices and threats to world 
peace. 


Universal disarmament 


We are convinced that the United States, while assisting and encouraging de- 
velopment of free world defensive strength, should take world leadership in 
trying to work out a foolproof means to universal disarmament including defi- 
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nite assurance of being able to become forewarned of breaches of disarmament 
agreements. 


International court of justice and police force 


We favor participation of the United States in an international court with an 
international police force with sufficient power to prevent aggression and bring 
the aggressors to trial. 


United Nations 


We urge full United States support of the United Nations and the specialized 
agencies such as the Food and Agricultural Organizations and World Health 
Organization. To that end we will support full appropriation of United States 
contributions to the support of these international agencies. 


Democratic world economic union 


Solution of the fundamental problems of our time requires the earliest possi- 
ble establishment of an economic union of the democratic nations consistent with 
the United States Declaration of Independence and the Constitution and its 
Bill of Rights. Any nation that will accept democratic principles, conduct free 
democratic elections, and abide by the laws enacted by the governing body of 
such a union should be eligible for membership. These laws would direct the 
administrative agencies of the union to establish and carry out programs to vastly 
speed up economic development and improved productivity of human labor and 
land and water resources; and to eliminate progress-retarding and opportunity- 
denying legal and institutional arrangements. 


Economic development 


We reaffirm our support for United States efforts to assist in the development 
of a coordinated program of aid to relieve hunger and suffering, and for expansion 
and strengthening of the national economies of the democratic nations in ways 
that will not destroy the principle of self-determination of people. The United 
States should help these nations to develop economic conditions that will: 

(@) Create an international community of economic effort for common pur- 
poses, avoiding the extremes of either forcing unwanted policies on others as a 
condition of our help, or of undertaking actions ourselves in the absence of 
appropriate efforts in the countries that participate; 

(b) Promote material well-being and allow employment, production, trade, and 
investment in ways that will enrich human life and eliminate economic weak- 
nesses that threaten political stability and invite totalitarian imperialism ; 

(c) Afford all democratic nations increasing opportunities for economic growth 
and improving standards of living in ways that will operate so that economic 
gains are distributed equitably within countries; and 

(d) Attract peoples and governments toward the democratic system of political 
freedom. 

To attain these objectives we support continued international economic nego- 
tiation ; increased United States contributions to the specialized agencies, such as 
the Food and Agriculture Organization, and expansion of United States foreign 
economic assistance and of the program by which our advanced technological 
knowledge and farm know-how is made available to other nations to assist them 
to increase the efficiency of production and marketing and to improve their 
agricultural land tenure systems, eliminate colonialism, and reform economic 
and social structures. 


Industrial imports and exports 


We see no reason why other domestic producers of exported and imported 
commodities should not be accorded the same treatment we have recommended 
in the farm sphere. We feel that in certain instances, particularly in case of 
metals, minerals, petroleum, and other irreplaceable natural resources, it would 
be better public policy for the Government to buy up and preserve the reserves 
and capital investment of domestic private owners and allow imports to come 
in unrestricted. 


United States customs simplification and extension of Reciprocal Trade 
Agreement Act 


We favor further simplification of customs procedures and negotiated tariff 
reduction consistent with the principles enumerated above. 
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International Federation of Agricultural Producers 

We support the continued membership of National Farmers Union in the 
International Federation of Agricultural Producers, an international organiza- 
tion of national farm organizations. 

The CuatrmMan. Does that complete the statement? 

Mr. Jonnson. Yes, sir; it does. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? If not, we thank you, sir. 

The next witness is Mr. George L. Bell. Mr. Bell, will you please 
give your name, address, and the es apacity in which you appear for the 
record. 


STATEMENT OF GEORGE L. BELL, EXECUTIVE VICE CHAIRMAN, 
COMMITTEE FOR A NATIONAL TRADE POLICY, INC. 


Mr. Beit. My name is George L. Bell, executive vice chairman of 
the Committee for a National Trade Policy, Inc., 1025 Connecticut 
Avenue, Washington, D. C. I am appearing on behalf of that com- 
mittee. 

I appreciate the opportunity to testify in support of H. R. 6040, 
introduced by the chairman, Mr. C aan and the identical bill, H. R. 
6041, introduced by Mr. Jenkins. I do not regard myself as an expert 
qualified to discuss the intricacies and complexities of customs pro- 
cedure In its recommendations to the Randall Commission, the Com- 
mittee for a National Trade Policy made the following recommenda- 
tion: 


The statutory provisions and administrative regulations governing the valua- 
tion of imported goods should be reviewed to allow simpler and more easily com- 
puted assessment of duties by customs authorities. 

We, of course, in making this recommendation, made no claim to 
or iginality. There have been several official and private studies or 
reports made on the subject of our customs procedures that have rec- 
ommended some change in the valuation base in order to simplify and 
make more realistic the computation of duties. The Randall Com- 
mission recommendations with respect to tariff and trade policy con- 
tained the following: 


The Senate should promptly consider H. R. 6584 now before it, which would 
amend and improve the customs valuation provisions of our law by eliminating 
so-called forejgn value as a basis of valuation and by other simplifying changes. 
In addition the Department of the Treasury should be directed to make a study 
and report to the Congress on the feasibility and effect of making greater use of 
the actual invoice price of imported goods for valuation purposes in transactions 
between a buyer and a seller who are independent of each other. 


Although the Finance Committee of the Senate did not choose to 
act on H. R. 6584 in the 83d Congress, the bill was the third occasion 
on which the House of Representatives had approved a customs sim- 
plification bill containing provisions for the simplification of the valu- 
ation procedures. As I understand it, H. R. 6040 and 6041 provide for 
changes in these procedures that are substantially like those provided 
for in the bill introduced by Mr. Jenkins in the 83d Congress. 

The committee has heard competent technical witnesses discuss the 
provisions for a change in the valuation procedures on the previous 
occasions on which they have held hearings on customs simplification 
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acts. They will hear from competent technical witnesses on this occa- 
sion. In general, as I have indicated, I cannot pretend to be able to 
add anything to what these gentlemen say. Suffice it to swy that in 
general there is fairly universal agreement on the need for using a 
single preferred valuation base, and that this valuation base be one 
which is easily and equitably administered. There is evidence for this 
need. Perhaps the most graphic one that I have seen is the summary 
table on page 338 of the Randall Commission staff papers. This table 
shows the number of invoices on hand in the appraiser’s office over 30 
days on which action cannot be completed pending receipt of data 
from other sources. The date on which this snapshot photo of the 
customs situation was taken was December 14, 1955. 

The next of the staff papers on pages 337-338, and following pages, 
discusses the problem involved in customs valuation and it says: 


A good share of the cost of the customs service is due to the process of applying 
the valuation provisions of the law. 


It goes on to say: 


The size of the valuation problem is indicated by the fact that, as of September 
30, 1953, there was a backlog of 313,000 entries which were awaiting either action 
by the appraisers or the outcome of appeals on appraisement. The 313,000 
entries for which valuation had not been settled was the equivalent of well over 
a year’s entries of imports requiring valuation. 


9» 


The table which I have referred to on page 338 of the staff papers 
shows that 64 percent of the entries had been on hand for longer than 
6 months, and 39 percent had been on hand for longer than a year, and 
I quote again from page 339: 

The data indicate also that the most intractable source of delay has been that 
arising from the need for information from foreign sources required to fix the 
appropriate valuation. Some 2 percent of the backlog were awaiting such 
foreign reports. The data show also that this problem accounted for a higher 
proportion of the long-delayed entries than of those held for a relatively shorter 
interval; indeed, about 44 percent of the entries held from 12 to 24 months were 
awaiting foreign reports. 

These are the items pending in appraiser’s offices. There are, of 
course, also the delays and difficulties involved in appeals to the cus- 
toms courts from determinations that the appraiser made. 

Now, this is exactly the situation which H. R. 6040 and 6041 are 
designed to remedy, namely, the difficulties and time involved in de- 
terming foreign value. There is agreement, generally, as the members 
of the committee know from previous hearings, on the customs sim- 
plification problem and the need for this legislation. There has been 
very little opposition voiced in the past to it. What opposition has 
been voiced came primarily from the fears of certain industry gr oups 
that the use of export value would seriously reduce the dutiable value 
of competing imports and would thus lower the degree of protection 
that they have enjoyed. 

But the recent customs survey conducted by the Treasury Depart- 
ment on imports during the fiseal year 1954 shows that these fears are 
not founded. I am sure that the complete text with charts of this 
study has been incorporated in the record. The findings are, I am sure, 
quite familiar to the members of the committee. 

This study should put to rest the arguments that we have heard on 
occasion, although from very few sources, that the customs valuation 
prov isions proposed are just a tariff reduction device in a new guise. 
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They are not that at all, of course. All they are is an improvement 
in administration which can only bring economies in the administra- 
tion of our customs procedures. 

As the Randall Commission staff paper pointed out, “A good share 
of the cost of the customs service is due to the process of applying 
the valuation provisions of the law.” I would not be surprised at all 
if the modest reduction in customs collections would be more than off- 
set by the economies in the cost of administering the customs system. 

The CuairmMan. Does that complete your statement, Mr. Bell? 

Mr. Bett. That does, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Are there any questions ? If not, we thank you, sir. 

That completes the call of the ec: alendar. The Chair is advised by 
the clerk that everybody has been heard who requested an opportunity 
to be heard. 

The record will remain open until Friday of this week for any addi- 
tional statements or material that anybody may desire to submit. 

The public hearings are now closed. The committee stands ad- 
journed subject to the call of the Chair. 

(The following material was submitted for the record :) 


NATIONAL RETAIL Dry Goops ASSOCIATION, 
Washington, D. C., May 26, 1955. 
Hon. JERE Cooper, 
Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: The National Retail Dry Goods Association, in behalf 
of its 7,500 member stores, has a substantial interest in eliminating the com- 
plexities of our customs laws, some of which have grown archaic in their many 
years of dormancy. 

The Customs Simplification Act of 1954 was a major step toward the elimina- 
tion of many obstacles to efficient customs administration. The enactment 
of that act has led to the current efforts on the part of the Tariff Commission 
to revise classifications to cover items currently importable. Members of the 
National Retail Dry Goods Association report other substantial improvements 
in the customs service due to the enactment of that act. 

It is our understanding that H. R. 6040, the Customs Simplification Act of 
1955, proposes further eliminations of uncertainties and confusion in the customs 
laws. We support the efforts of the Congress along this line. 

In April of this year, at the Conference on International Trade, held at 
the Department of Commerce, the National Retail Dry Goods Association asked 
that an International Committee of Retailers be created. Fundamental in our 
thinking on this matter is the fact that freer trade with foreign countries 
is a vital factor in the economic recovery of those foreign countries and satis- 
fying the needs of the American consumer. The larger retailers and importers, 
although faced with many obstacles, have a distinct advantage in the importing 
of merchandise desired by their customers. But there are thousands of smaller 
merchants in this country possessed with the desire to enter the foreign 
markets, but who are precluded from doing so because of enormous difficulties 
under present customs laws. Further simplification of our customs procedures 
would eliminate many of their roadblocks. 

In the interest of a less expensive and more efficient customs service, and 
in behalf of the thousands of retailers who would enter the world market 
under a less complicated customs procedure, the National Retail Dry Goods 
Association urges the Committee on Ways and Means and the Congress to enact 
into law your bill, H. R. 6040. 

Sincerely yours, 
JosePH W. Dye, 
Chairman, Government Affairs Committee. 
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STATEMENT REGARDING H. R. 6040 By Topacco AssocraTEs, INC., WASHINGTON, 
D. C., AND BURLEY AND Dark LeAr ToBAcco Export AssocriaTION, INc., WASH- 
INGTON, D. C. 


It has been generally recognized for a long time that the customs procedures 
of the United States are antiquated, time-consuming, and, in some cases, even 
inequitable. Unquestionably, this situation has affected unfavorably the develop- 
ment of our foreign trade—restraining imports and thus limiting the amount of 
our exports. 

We, therefore, strongly recommend that the Cooper bill, H. R, 6040, which 
modernizes and simplifies these outdated customs procedures, be acted upon 
favorably by your committee and the Congress. 

There has been a general feeling for a long time that action such as is provided 
for in this bill is long overdue and that such action is an absolute necessity in 
view of the changes that have taken place in our economy since many of the 
present procedures were first inaugurated. 

The economic status of tobacco growers of the United States depends, to a 
large degree, on the level of United States foreign trade. Over one-fourth of the 
total tobacco produced in this country is exported. Exports of many United 
States commodities, including tobacco, would be substantially larger than they 
are at the present time if foreign countries could earn more dollar exchange by 
increasing the export of their goods to the United States. 

Not only would many individual segments of our economy benefit by the 
enactment of this legislation, but, even more important, our foreign relations 
would benefit substantially. Our allies must be able to enjoy a high level of trade 
with us if they are to steer clear of the Soviet orbit. This legislation would enable 
them to increase their level of trade with us. 

RANpDoLPH §S. TAYLOR, 
Erecutive Secretary, Burley and Dark Leaf Tobacco Export Association, 
Ine. 
J. B. Hutson, 
President, Tobacco Associates, Inc. 





THE NATIONAL GRANGE, 
Washington, D. C., May 27, 1955. 
Hon. JERE COoPER, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN Cooper: Last fall at our annual session in Spokane, Wash., 
our delegate body took the following action on customs simplification : 

“It is the policy of the National Grange to work for a progressive and gradual 
reduction of international trade restrictions and the simplification of customs 
procedures, so that trade and commerce can be established and maintained on a 
sound economic basis.” 

Previous to this the National Grange has given its support to the customs 
simplification bills which became law. We are still steadfast in support of 
customs simplification as the above policy indicates. 

We are aware that H. R. 6040 contains the most controversial step in customs 
simplification. We feel that the antidumping law and the countervailing duty 
law, which will not be changed by H. R. 6040, will provide the only adequate 
protection against foreign dumping and currency manipulation. The present 
valuation provisions are very cumbersome and costly to administer. The present 
delays in valuation are serious barriers to trade and are quite improper and 
unintended. We believe that export value is the proper basis for all ad valorem 
duties, where it can be determined. 

It is our policy that customs procedure should not add to or reduce the pro- 
tection provided by tariffs and quotas. If the present valuation methods have 
given certain industries added concealed protection, not intended by the Congress, 
or enjoyed by others, we should not hesitate to remove such spurious protection. 

Again we say we support H. R. 6040 and urge it be passed. We hope this 
letter can be placed in the record of hearings on the bill. 

Respectfully yours, 
Luioyp C. HALvorson, Economist. 
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A. W. Horton & Co., 
Los Angeles, Calif., May 26, 1955. 
Re H. R. 6040 and H. R. 6041. 


Representative JERE CooPER, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Str: Among the provisions in the above acts we understand that foreign 
value is to be eliminated for customs purposes, leaving export value as the 
method of valuation for ad valorem duty purposes. 

As active importers we know from experience that it is practically impossible 
to be informed on home-market prices abroad. It is difficult enough to keep up 
with the local market. 

Therefore, we sincerely hope you will support these bills, changing the present 
provisions to export value as the preferred method of evaluation. 

Yours very truly, 
A. W. Horton, President. 


HoyYLanp Steer Co., INc., 
New York, N. Y., May 24, 1955. 
Mr. JERE CooPeER, 
Committee on Ways and Means, 
New House Office Building, 
Washington 25, D. C. 

Smr: We would like to express ourselves in favor of passage of H .R. 6040, 
also known as the Customs Simplification Act of 1955. 

We understand that H. R. 6040 eliminates the use of foreign value for customs 
purposes and makes export value the preferred method of valuation. We believe 
that passage of H. R. 6040 will prove to be a step toward increased foreign trade. 

Respectfully yours, 
P. H. GARFUNKEL. 


A. W. CHESTERTON Co., 
Everett Mass., May 24, 1955. 
Congressman COoPER, 
Chairman of House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN Cooper: We understand that the customs simplification 
bill has been introduced and we wish to go on record, as a manufacturer, of our 
unqualified support of this necessary legislation. 

We do a little importing, but we do a very great deal of exporting. From the 
small amounts we import, however, we are familiar with the clumsy procedures 
of valuation. This system is archaic and was never intended by the Congress 
which passed the previous general customs laws. The customs simplification bill 
will override a lot of court decisions which have hamstrung importers. 

We also feel that it is good business to encourage the import business because 


we know that those dollars are used to buy the products which we ourselves export 
in considerable quantities. 


Very truly yours, 
T. W. CHESTERTON. 


THe H. F. LEHMANN Co., 
Cleveland, Ohio, May 16, 1955. 
Representative JERE CooPER, 

Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 
Dear Sirk: We are going on record that we are endorsing H. R. 6040 and H. R. 
6041 and are urging prompt passage of this legislation by the Congress. 
The simplification of customs procedures should be a must for all people 
interested in foreign trade and peaceful world relationship. 
Sincerely yours, 


H. F. LEA MANN. 
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QvuON-QUON Co., 
Los Angeles, Calif., May 23, 1955. 
Representative JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


HONORABLE Str: Our firm has been established in the import and export busi- 
ness on the west coast for the past 25 years. Our products are distributed 
throughout the United States. We are vitally interested in the Customs Simpli- 
fication Act of 1955. Some of the provisions which have already been put into 
effect in prior provisions have reduced the cost of processing our imports. 

We therefore urge you to endorse H. R. 6040 and H. R. 6041 and advocate 
prompt passage of this legislation by Congress. 

Very truly yours, 
Howarp T. FunNG. 


Houston, Trex., May 18, 1955. 
CHAIRMAN, House WAYS AND MEANS COMMITTEE, 
Washington, D. C.: 

Are H. R. 6040 high tariffs not greatest financial burden? If possible ascertain 
same before importation. Going broke due lapse of years before final assess- 
ment of duties, instability of classifications, application of changes in same to 
entries long past, assessment of dumping duties on entries years past, impossibil- 
ity ascertainment of foreign and export values at time of entry, appraisers being 
unable furnish same for months or years after entry, risk of penalties mistaken 
judgment of saie and high-cost necessary legal guidance and interpretation 
complicated maze of regulations and superseding decisions. Pass H, R. 6040 
and give us poor devils a fair chance estimate cost of sales. 

HOLLAND IMporT Co. 


LAWRENCE AND BRAUSQUIN, 
Toledo, Ohio, May 23, 1955. 
Representative JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Str: We understand that your committee will be receiving testimony 
during public hearings on H. R. 6040 and 6041 which are the bills and amend- 
ments which have heen drawn up to simplify customs procedures. 

Since we are vitally interested in these particular bills and realize the great 
value which can be accomplished by their passing we would like to urge strongly 
that every step be taken by you to urge prompt passage of this legislation as 
drawn up through the Congress of the United States. 

Thank you very much for your consideration of our request and we are, 

Yours yery truly, 
Rionert 8. Dyer, Office Vanager. 





MopsiLeE CHAMBER OF COMMERCE, 
Mobile, Ala., May 18, 1955. 
Representative JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Re presentatives, Washington, D. C. 

Dear Str: We have been very pleased to note that you have introduced into 
the House of Representatives H. R. 6040 designated as the Customs Simplification 
Act of 1955. 

We realize that as sponsor of this legislation you are fully acquainted with 
the problems of customs simplification and the need for clarifying legislation. 
It occurs to us that such legislation is needed not only to simplify our customs 
administration, but is vitally important as one of the cornerstones of our foreign 
economic policy. We sincerely hope that this legislation will be handled 
promptly by the Congress, and we congratulate you on your sponsorship of this 
necessary measure. 

With best wishes, we are, 

Very truly yours, 


» 


Ken L. Lort, 
Chairman, World Trade Committee. 
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Houston CHAMBER OF COMMERCE, 
Houston, Tex., June 2, 1955. 
Hon. JERE Cooper, 
Congressman from Tennessee, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


My Dear CoNGRESSMAN: The executive committee of the Houston Chamber 
of Commerce, in its meeting on Tuesday, May 31, approved the attached resolu- 
tion relating to the Customs Simplification Act of 1955, H. R. 6040 and H. R. 
6041. 

This chamber of commerce has, in the past, supported the President’s foreign 
economic policy. We do not find this bill to be controversial since it has to 
do with the administration of the policies laid down in existing legislation. 

It is our belief that the passage of this bill will be in the national interest 
of the United States and we invite your attention to our position in your con- 
sideration of this legislation. 

Sincerely, 
Ben C. BELT, President, 


RESOLUTION BY Houston CHAMBER OF COMMERCE 


The Houston Chamber of Commerce approves the provisions of the Customs 
Simplification Act of 1955, now before Congress in H. R. 6040 and H. R. 6041 
and urges the passage of this legislation at the present session. The President, 
in his message to the Congress on January 10, 1955, aptly stated the case against 
the present law when he said: 

“The uncertainties and confusion arising out of the complex system of valua- 
tion on imported articles cause unwarranted delays in the determination of 
customs duties.” 

The pending measure is primarily designed to amend section 402 of the Tariff 
Act of 1930 and provide a more realistic and practical system for determining 
the value of imported merchandise. We think the amendment will lessen the 
uncertainties and confusion which are inherent in the present law and that 
the resulting simplification will be beneficial to the Government, as well as to 
its citizens who are engaged in foreign trade. 





Houston Woritp TRADE ASSOCIATION, 
Houston 2, Tez., June 2, 1955. 
Hon. JERE COopEr, 
Congressman from Tennessee, Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


My DEAR CONGRESSMAN: Attached you will find a resolution passed by the 
executive committee of the Houston World Trade Association in favor of the 
passage of H. R. 6040 and H. R. 6041, the Customs Simplification Act of 1955. 
The Houston World Trade Association is on record as being in support of the 
President’s foreign economic policy and it is the belief of this organization that 
this Simplification Act will be of benefit to the United States. 

Sincerely, 
ANDRE A. CriIsPIN, President. 


RESOLUTION BY Houston Worip TrADE ASSOCIATION 


It is hereby resolved that the Houston World Trade Association favors the 
passage of H. R. 6040 and H. R. 6041, the Customs Simplification Act of 1955. 

We believe that this bill will, if enacted, be of assistance in the development 
of this Nation’s international trade and further, that it will be in the national 
interest of the United States. 

We believe that there are no controversies to be resolved in this bill, as it 
is one which is involved with the administration of the policies laid down in 
existing legislation which covers the foreign-trade policy of the United States. 

The proposed Customs Simplification Act is, in our opinion, one which will 
correct the present uncertainty as to the ultimate value and customs obligation 


inherent in the present law, as well as more clearly defining terms used in the 
law. 
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New York, N. Y., May 17, 1955. 
Representative JERE Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 


The Netherlands Chamber of Commerce in the United States, Inc., herewith 
respectfully submits the endorsement by the majority of its 1,100 members of 
H. R. 6040 and H. R. 6041 and strongly urges passage of such customs simplifica- 
tion legislation by the Congress. 


J. F. VAN HENGEL, President. 


AMERICAN CHAMBER OF COMMERCE FOR TRADE WITH ITALY, INC., 
New York, N. Y., May 17, 1955. 
Representative JERE CoopER, 

Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 


DEAR CONGRESSMAN Cooper: In connection with the hearings to be held start- 
ing on May 23, 1955, before the Committee on Ways and Means on H. R. 6040 
and H. R. 6041, we are submitting in triplicate a statement embodying the stand 
of this chamber on these bills. 

Consideration of our statement and its inclusion in the record of the hearings 
will be greatly appreciated. 

With thanks for your valued cooperation, and best regards, we remain, 

Sincerely yours, 


A. Wiit11aM Gerosa, President. 


STATEMENT OF VIEWS OF THE AMERICAN CHAMBER OF COMMERCE FOR TRADE WITH 
ITALY 


Because our chamber comprises most leading importers and exporters engaged 
in business with Italy, it is, of course, deeply concerned with legislation affecting 
foreign trade. We, therefore, wish to go on record as favoring H. R. 6040 and 
H. R. 6041, in the belief that these bills contain provisions beneficial to United 
States traders and consumers alike, while also promoting the development of 
exchanges with friendly countries. 

In 1951 and 1952 representatives of our chamber appeared before the House 
Committee on Ways and Means, and in 1953 and 1954 we addressed to the same 
committee written communications consistently endorsing on each of these occa- 
sions provisions which are embodied in slightly different form in the bills now 
being considered. Consequently, it would be repetitious for our association to 
again state its well-known viewpoint on this proposed legislation. It will suffice 
to reaffirm our support for, and urge your committee to report favorably and 
without change, the proposed legislation, so that both branches of Congress may 
vote upon it before adjourning. 

We are, of course, aware that twice before the House has included in the 
Customs Simplification Acts of 1958 and 1954 a provision eliminating “foreign 
value” as a method of valuation for our custom purposes. We consider it ex- 
tremely unfortunate that the Senate Committee on Finance has on both these 
occasions decided against recommending the adoption of this amendment to the 
Tariff Act of 1930. This chamber will at the proper time urge the above Senate 
committee to desist from tabling for the third time a provision that constitutes 
a definite and long-overdue improvement over the confusing and impractical 
procedures which apply presently to the valuation of imported merchandise for 
customs purposes. 


We thank your committee for this opportunity to reiterate our stand and for 
the consideration given to our views. 


CoMMERCE & INDUSTRY ASSOCIATION OF NEW YORK, INC., 
New York, N. Y., May 26, 1955. 


Hon. JERE Cooper, 
Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D. C. 
Dear Mr. Cooper: The Commerce & Industry Association, which is the recog- 
nized service chamber of commerce for the New York metropolitan area, includes 
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in its membership over 1,000 firms engaged directly or indirectly in the importa- 
tion of goods from abroad for distribution and sale in the United States. 

This association, since it was organized in 1897, has been interested in all 
matters relating to United States import trade, and consistently has supported 
measures designed to improve and simplify procedures to achieve a more efficient 
administration of the Tariff Act of 1930, and, at the same time, to reduce expense 
and inconvenience for both the Government and the import trade. 

Your committee is now considering action on H. R. 6040, the Customs Simpli- 
fication Act of 1955. This bill is the latest of a series of legislative proposals 
introduced in recent Congresses for the purpose of effecting a simplification of 
customs procedures looking toward the ultimate reduction of much expense and 
effort for all parties. 

Our association has often stated its approval of the proposal, now an important 
feature of H. R. 6040, to delete the provision in section 402 of the Tariff Act relat- 
ing to “foreign value,” and to substitute therefor, as the primary basis of cus- 
toms appraisement, the “export value.” 

The time-consuming problem presented to customs officials in determining the 
foreign value of an imported article can best be appreciated when one realizes 
that such basis of value ordinarily must be determined in the country of expor- 
tation, and the commercial practices and conditions in the principal markets of 
that country, often difficult to ascertain, are significant factors in arriving at 
such value. 

While there are other important features in this bill, we believe the provision 
eliminating foreign value is most important and merits favorable committee 
action. 

We would like to go on record in support of H. R. 6040, and to urge your com- 
mittee to take early and favorable action so that it may be enacted during the 
current session of Congress. 

Very respectfully yours, 
VINCENT J. BRUNO, 
Manager, Import Division, World Trade Department. 


THE WorK GLOVE INSTITUTE, 
Chicago, June 2, 1955. 
Subject: H. R. 6040, 6041, Customs Simplification Act of 1955. 


Ways AND MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 


GENTLEMEN: The Work Glove Institute & Trade Association, representing 
approximately 85 percent of the production of work gloves, object to certain 
provisions of this bill, and request that section 2 be stricken out entirely. 

The proposed change in the methods of determining dutiable value are drastic 
in character and would tend to impair or remove altogether authentic standards 
of appraisement in the application of ad valorem duties. 

The proposed changes, in consequence, would: 

1. Subordinate the tariff function to considerations of “easy” administration. 

2. Transfer the power of value determination to foreign exporters without 
the offset of legally dependable correctives. 

3. Establish a pattern of legalized price discrimination in international trade. 

4. Remove the factor of competition, whether national or international, from 
value determination. 

5. Establish dumping as a legalized practice by removing the means of iden- 
tifying it. 

6. Distort the dollar measurements of imports, thus crippling further their use 
in trade analysis. 

Respectfully, 


——-, Consultant. 


—— 


AMERICAN FABRIC GLOVE ASSOCIATES, 
Gloversville, N. Y., June 1, 1955. 
Hion. JERE COOPER, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

My DEAR CHAIRMAN COOPER: The proposed legislation to simplify customs 
procedure under H. R. 6040 appears to have much merit, and the elimination 
of provisions which have become obsolete is certainly a forward step. 
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We do, however, direct our objections, both generally and specifically, to seetion 
2 of the bill for the following reasons: 

Generally speaking, we are now faced with certain tariff reductions that may 
be forthcoming as the result of the Japanese trade agreements and any further 
reductions compounded on those as a result of H. R. 1, plus those that may be 
gained under H. R. 6040, which will be very barmful and dangerous to the indus- 
try. These facts were pointed out to your committee during hearings on H. R. 1. 

Specifically, it is our opinion that section 2 opens up the door for dumping 
and is contrary to our Antidumping Act. To eliminate foreign value as the basis 
of valuation for customs and rely solely on export value opens up, as you know, 
too many occasions for error, fraud, and dumping. 

We strongly suggest and urge that you and your committee leave in the new 
law the words “foreign value” and “export value” as a determining factor for 
duty classification and as a definite aid to the customs offices. 

Sincerely yours, 
JAMES H. Casey, Jr., Seerctary. 


FORSTMANN WOOLEN Co., 
Passaic, N. J.. May 20, 1955. 
Hon. JERE COOPER, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Str: We respectfully submit this statement to the House Ways and 
Means Committee in connection with the public hearings on H. R. 6040 and 
H. R. 6041, commonly known as the customs simplification bills. 

The Forstmann Woolen Co., as manufacturers of essential civilian and military 
wool apparel fabrics, is very keenly concerned about adequate tariff protection 
against the competition of cheap European labor and the still cheaper labor 
of Japan. Our business and our level of employment have been injured, and 
continue to be injured, by just such competition. 

We believe that our position in this matter was factually set forth in both 
the oral and written testimony which we presented to your committee during 
the hearings on H. R. 1, earlier this year, so we will not presume upon your time 
by repeating such data now. 

The customs simplification bills under current consideration, by changing the 
method of valuation for duty purposes, by dropping “foreign value” in favor 
of “export value,” and by other redefinitions in this field, constitute in effect a 
further hidden tariff reduction on those articles which are entered under ad 
valorem or compound rates. 

Since our urgent need is for more, rather than less, protection against wage 
rates that are but a fraction of what we pay, we respectfully ask that these 
changes in the bases of valuation under section 402 of the Tariff Act of 1930 
be omitted from H. R. 6040 and H. R. 6041. 

Very truly yours, 
Jutius G. ForstMann, President. 





NATIONAL ASSOCIATION OF WooL MANUFACTURERS, 
New York, May 23, 1955. 
Re H. R. 6040. 
Hon. JERE CooPEer, 
Chairman, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

My DeAR Mr. CHAIRMAN: In the May 5 press release announcing hearing on 
H. R. 6040, it is suggested a person wishing to be heard should specify whether 
he would stand as proponent or opponent to the proposed measure. We stand in 
both positions and, therefore, will not ask for hearing but set forth our views in 
this letter for the record. 

The designation 6040 is not uncommon in our industry finding ready appli- 
cation to a popular fiber blend in wool textiles. Its application by chance to this 
bill, generally characterized as “customs simplification,” is interesting because 
we find here a mixture of customs simplification and duty reduction. 

As proponents— 
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We should like to endorse section 4 of H. R. 6040 and recommend its enact- 
ment without regard to the ultimate action on the remainder of the proposal. 
As far as we can ascertain and on such advice as we have, the “obsolete” 
provisions therein dealt with have virtually all fallen into disuse. 
As opponents— 

We direct vigorous objection to the contemplated abandonment of “foreign 
value” as the base for assessment of ad valorem duties as proposed in section 
2 because : 

1. It would reduce duty rates and tariff revenues ; and, 
2. Expose the wool textile industry to unredressable or unpreventable 
dumping. 

It is not necessary for us to argue or speculate about point 1, the reduction 
of duties and tariff revenues. These results appear established facts on the 
basis of the sample survey conducted by the Bureau of Customs, results ef which 
have been distributed by the Treasury Department. As you know, this study 
indicates an overall decrease of 2.5 percent in dutiable values. However, on 
the basis of individual categories the range of decrease is from 0.03 to over 15 
percent. For manufactures of wool the decrease, as calculated in the 1954 
sample, would have been 1.24 percent. We do not assert that such a reduction 
would have been catastrophic. We do assert that it would not be beneficial 
to the industry and that it is conjectural. Our interest lies in the future not 
the past. By a shift in emphasis on exports of wool manufactures to this coun- 
try, to say nothing of a change in valuation base, this figure could alter materially. 
The importance of this hazard is clear when we point out that manufacturers 
of wool stood second on the list rating the importance of the iniports studied 
from the standpoint of dollar volume. 

Furthermore, while we do not wish new to challenge the Bureau of Customs 
study on the basis of our present informatiaon, we do wish to register extreme 
reserve in regard to the findings. The unknowns are too great. It is asserted 
that the values of the ad valorem goods were recomputed on the basis of the 
proposed legislation. How can anyone in New York, Laredo, or elsewhere in the 
nited States determine what the “export value” of wool manufactures to the 
nited States would have been if the “foreign value,” the value at which goods 
are freely offered for sale for consumption in the country or origin, had been 
eliminated as the base for ad valoreum duty assessment? Such a determination 
falls beyond the realm of an educated guess and soars into “blue sky.” In 
short, 1,277 computations of possible error do not eliminate error—they may 
compound it. 

The foregoing goes also to the core of our second objection to the elimination 
of “foreign value” as a part of the base for assessment of ad valorem duties. 
it is recognized that as a practical matter it may be standard operating pro- 
cedure for our customs offices to accept invoice value as fairly representing 
“foreign value” for duty assessment purposes. But even if this be so we believe 
and contend that the requirement to assess duties against the higher of the two, 
“foreign value” or “export value,” acts as a deterrent against dumping of wool 
manufactures in this country. By the same token, we believe the elimination 
of “foreign value” from this criterion will result in detrimental increase in the 
incidence of dumping. We do not want to believe that the Ways and Means 
Committee of the House of Representatives will be party to such action once these 
dangers are realized. 

We cannot, with any pretense to resort to statistical procedures worthy of the 
name, attempt to predict to what degree or frequency this result will occur. We 
ask only that you place yourself in the position of a foreign manufacturer : 

(a) In dire need of dollars; or 

(b) Burdened with excessive stocks, unloading of which would disrupt 
your normal outlet markets; or 

(c) Keenly desirous of breaking into the American market. 

Conceivably, under any of the foregoing situations, a foreign manufacturer 
(and we couldn’t much blame him) would be willing to export his goods to the 
United States at a price (to the United States) considerably below that at which 
he is willing “freely to offer goods for home consumption.” That is dumping. 
The export price becomes the sole basis of value for ad valorem duty assessment. 
If the benchmark for dumping, foreign value, is abandoned, we predict that 
enforcement of the antidumping laws will become a memory if not a farce. 

This is too steep a price to pay for simplification. Adoption of this proposal 
might lead to simplification by elimination. Present duties on wool manufac- 
tures are perilously low in relation to the low cost of manufacture abroad 
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through low wages. The foreign exporter does not stand in need of any such 
assistance from the House of Representatives as would accrue to him if “foreign 
value” is eliminated. “Foreign value” should be continued as a part of the cri- 
terion of value. 


As questioner— 


At first this section relating to section 3 of the bill was headed “as neutral.” 
Reflection led to the substitution of “as questioner.” Too much depends on 
administration and interpretation to permit a firm conclusion at this time. 

If this section 3 is free from an interpretation which would permit the Secre- 
tary of the Treasury to recognize and justify by prescription multiple exchange 
rates having the effect of subsidizing exports to the United States (and thus 
deny us the remedy residing in section 303 of the Tariff Act of 1930) we discern 
nothing objectionable therein. On the other hand, if the remedy of counter- 
vailing duties could be cut away, deliberately or otherwise, we would most vig- 
orously protest against it. It is not adequate rebuttal, in our judgment, to con- 
tend that as either action, one under this measure, the other under section 303 
of the Tariff Act, must be taken by the same officer of government, it is unlikely 
they would be at cross purpose. The important point, from our view, is that 
the remedial obligation upon the Secretary under section 303 remain clear and 
undiluted. 

We appreciate the opportunity to present our views. We hope they may prove 
h®lpful to you in considering the merits of the measure before you. 

Respectfully submitted. 

EDWIN WILKINSON, Executive Vice President. 


NATIONAL Woot GROWERS ASSOCIATION, 
Salt Lake City, Utah, May 27, 1955. 
Re H. R. 6040 and 6041. 
Hon. JERE Cooper, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: Inasmuch as it is impossible for representatives of the 
National Wool Growers Association to appear personally before your committee 
in opposition to the identical bills, H. R. 6040 and H. R. 6041, it will be appre- 
ciated if this communication will be made a part of the record of your proceedings 
with respect to the Customs Simplification Act of 1955. 

Our objections are mainly threefold: 

1. It is admitted by the Treasury Department that the new valuation methods 
and definitions to be used would reduce effective tariff rates. Regardless of how 
large or small this reduction would be, it is our feeling that the domestic wool 
manufacturer is entitled to and should receive an increase in tariff rates rather 
than any reduction. Our raw material producers are interested in this because 
the domestic manufacturer is our only customer. 

2. The proposal as written, when taking into account present statutes, would 
not simplify customs procedures unless present laws were changed and in addi- 
tion the so-called export value * * * for exportation to the United States could 
only result in using the United States as a dumping ground for foreign countries 
with lower wage and living costs. Foreign countries could, and no doubt in 
many instances would, set prices so as to undersell domestic-made competitive 
commodities. Unless section 303 of the Tariff Act of 1930 (countervailing duty 
provision) and the Anti-Dumping Act were discarded no simplification of cus- 
toms procedure would result. This brings us to our third main objection and is 
the most serious one from the standpoint of our own self-interest. This is one 
which the industry has before the Treasury Department with respect to currency 
manipulation proceedings being carried on by Uruguay in an effort to dispose 
of their wool surplus and for which our only protection is the increasing of the 
already present countervailing duty. 

3. The passage of this legislation would nullify, in our opinion, both the Anti- 
Dumping Act and section 303 of the Tariff Act of 1930. These are not permissive 
laws, but are mandatory upon the Secretary of the Treasury. An export price 
as defined in section 2 of H. R. 6040 and 6041 might be established which would 
conform to the legal requirement under these proposals with respect to valua- 
tion, but it would not conform to the present provisions of law. This would 
result in 1 of 2 situations: (a) Either the United States would be accused of 
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double talk and create the ill will of the exporting country; or (0) Present 
statutes would have to be overlooked. Since these proposals would be enacted 
subsequent to the provisions of present law mentioned above, the most recently 
enacted legislation, without doubt, would take precedence. This is extremely 
bad legislation. 

In section 3, if it can be interpreted that multiple rates of exchange for the same 
foreign currency can be established at the same time, we are opposed to this 
provision. Multiple rates should not be recognized and should be plainly stated. 
This would not simplify customs procedures. 

Sincerely yours, 


J. M. Jones. 





In RE H. R. 6040, H. R. 6041, Customs Sitmp.iirication Act or 1955—STATEMENT 
SUBMITTED IN BEHALF OF THE AMERICAN COTTON MANUFACTURERS INSTITUE BY 
CLaupiIvus T. MURCHISON, ECONOMIC ADVISER 


The American Cotton Manufacturers Institute takes strong exception to cer- 
tain provisions of section 2 of this bill and urges that the section be stricken 
in its entirety. 

The proposed changes in the methods of determining dutiable value are drastic 
in character and would tend to impair, or remove altogether, authentic standards 
of appraisement in the application of ad valorem duties. 

The proposed changes in consequence would: 

1. Subordinate the tariff function to considerations of easy administration. 

2. Transfer the power of value determination to foreign exporters without 
the offset of legally dependable correctives. 

3. Establish a pattern of legalized price discriminations in international trade. 

4. Remove the factor of competition, whether national or international, from 
value determination. 

5. Establish dumping as a legalized practice by removing the means of iden- 
tifying it. 

6. Distort the dollar measurements of imports, thus cripping further their 
use in trade analysis. 

The customs survey made by the Treasury to provide statistical presumptions 
in favor of the bill has exceedingly limited meaning. Its comparison of the 
proposed methods with present methods is based on the same entries. The value 
declines attributed to the proposed system, therefore, are naturally not too great, 
as would be expected. Even so, for certain groups the results are serious enough. 

The true difference of effect between the present and proposed systems can be 
visualized only by anticipating the changes of motive and incentive which the 
proposed system would bring about. Had the proposed method been in effect 
as an alternative method in 1954, when the survey was made, it would have 
produced an entirely different set of entries on the same goods. 

There can be no doubt that the difference would have been tremendous. BHx- 
porters would have been operating under an entirely different set of conditions 
in terms of procedures, incentives and opportunities. 

During the period of the survey, customs entries were made with the certain 
knowledge that appraisals would be at export value or foreign value whichever 
was the higher. In all cases of doubt, this dual test necessarily involved the 
process of checking and verification in order that the appraiser might ascertain 
the higher of the two alternative values, 

Under such conditions, considerations of self-interest to avoid delays and 
penalties were strongly on the side of value declarations which would conform 
to the basic intent of tariff laws. 

From this highly desirable situation to the one proposed under the present 
bill is a far, far cry. The method proposed would make wholly unnecessary 
the filing of customs declarations in accord with basic tariff intent and also 
make entirely fruitless, and therefore unnecessary, any verification or in- 
vestigation by the appraiser. The language of the bill does not merely invite 
this outecome—it guarantees it. 

The bill authorizes four possible methods of determining dutiable value. 
Only the first three are controversial and to these we confine our attention. 
The preferred method, listed as No. 1 in the bill, is designated as “export 
value.” The elements of most drastic change are contained in this method, 
and they are so designed as to assure virtually exclusive use of export value 
with respect to imports subject to ad valorem duties. 
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Aecordingly, the other two methods are reduced to incidental status and are 
in fact described by the Treasury spokesman as backstoppers. 

“Export value” as we find it in H. R. 6040 and H. R. 6041, is given new defini- 
tions widely different from present law. At the same time, it is given unprece- 
dented significance by the deletion of “foreign value.” Previously the two have 
functioned arm in arm, mutually providing the checks and balances so essential 
to judicious value ceterminations. 

The bill would now force “export value”’—as newly defined—to do the job of 
both, to do it alone, and without any rational connection with the realities of the 
market place. Since it must work without a rational concept of value, it cannot 
qualify as an instrumentality of value appraisement. It can only be an instru- 
ment of tactical maneuver to support an offside assault on the tariff structure. 

“Export value” as defined in this bill in its association with goods, is restricted 
tc those for exportation to the United States. If exactly identical goods are 
being exported at the same time to other countries at different prices that fact 
cannot be taken into account. 

Moreover, even the goods being exported to the United States do not have to 
be sold competitively to qualify for export value appraisal. In fact they do not 
have to be sold at all. It is only required that they be offered for sale; and the 
offer need not be made to more than one selected purchaser at wholesale. The 
purchaser, of course, is not supposed to accept the offer. Should he do so the 
entire set of conditions, so carefully drawn for the making of the most advan- 
tageous export value, would be knocked down; and our particular exporter in 
that case would lose the business. 

To make sure that the exporter, along with his friendly competitors, if any, 
is not embarrassed by unintended acceptances, he is specifically permitted by 
the bill to attach strings to his offer. To the potential purchaser, or indeed to 
all purchasers, he may say, “I offer an X quantity of these goods at Y price for 
resale only in New Mexico at Y price plus 1.” Since this offer is meant to be 
unacceptable by reason of the territorial, quantitative, and resale price condi- 
tions, it is declined. In a cartel or some other cooperative arrangement an offer 
and refusal would be still easier. In either case, export value for American 
customs purposes has been established. 

In lines 5 to 8 on page 6, of the bill, it is indicated that an offer to a “selected” 
purchaser be “at a price which fairly reflects the market value of the mer- 
chandise.” This language has no support in the bill: 

1. The bill does not define “market value.” If by it is meant “foreign value,” 
it restores a criterion which this bill is designed to eliminate. An appraiser 
could not therefore undertake the determination of “market value” in the 
country of export without being called upon to do what he is doing under 
present law. Why then should the authority be removed from the present law? 

2. The “market value” test is further nullified by the failure to apply it to 
“all purchasers” in line 4, page 6. No notice is taken of collusion, or of cartels 
which in most countries are accepted legalized practice. Omitting Canada, we 
would have difficulty in naming any country where “market value,” in the absence 
of legislative definition, could not be fitted to “export value” as defined by the 
hill. The use of the two terms seems to be merely an example of redundancy ; 
and, in consequence, the offering of goods to one or more purchasers at whole- 
sale “at a price which fairly reflects the market value” would seem to be a 
distinction without a difference as a test of “export value.” 

An orderly concept of “export value” with this meaningless criteria, or of 
“market value” with no criteria, is made even more difficult by a change of 
definition of “usual wholesale quantities.” The “usual” is now defined to mean 
a “quantity in an aggregate volume which is greater than the aggregate volume 
sold at the price or prices for any other quantity.” 

By this device, appraisements are given the advantage of the greatest quantity 
discount which can be contrived whatever the actual size of shipments. No 
reference is made to the period of time necessary to determine an “aggregate 
volume” which commands the maximum quantity discount: and the methods 
of determination are left just as free and easy as these relating directly to ex- 
port value. In faet they are a component of the same composite. 

The exceptions so far taken to the criteria of “export value” are those which 
relate to the incentives, opportunities, and actions of private individuals. 

But the bill not only invites foreign exporters as individuals to have a field 
day at the expense of the American Treasury and American industry. It also 
specifically encourages foreign governments to continue the practices of trade 
discrimination and exchange manipulation which are the avowed enemies of 
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world trade recovery and which for 10 years we have been struggling to 
overthrow. 

Many countries from time to time resort to artificial measures to promote 
the sales of certain types of merchandise to the United States. Export bonuses, 
exchange retention certificates, the use of the so-called link system, the granting 
of exporting credits at rates lower than for other purposes, the conversion of 
dollar proceeds into national currency at rates above the market—all of these 
and manv more devices influence directly, or determine, the market in which 
export value is established. Hence it is often an artificial and arbitrary market. 
Under this bill, customs can take no notice of restrictions on sales or offerings 
which “are imposed or required by law.” By various implements of Government 
policy selected exports to the United States could actually be priced below 
cost of production without occasioning any legal reason to question that price 
as the applicable measure of export value. 

If we combine these consequences of foreign government action under the 
bill with the unrestrained actions of private traders which the bill invites, 
the outcome will almost certainly be a dissolution of import value standards. 
If American policy demands further tariff reductions, let us at least make those 
reductions honestly. Let us not do it by legalizing fictitious valuations. 

Such a course removes any possible means of attaining fair competitive stand- 
ards in international trade. It brushes aside completely the concept of equality 
of trade treatment as between any given country and its customers. It assumes 
that it is fair and sound for every country to have a different set of prices 
for each country to which it exports. Too much of this has been happening 
already, and in the campaign against it the United States has been in the fore- 
front waving the banner of nondiscrimination. Do we now propose to reverse 
the field? 

To realize the enormity of such a proposal, let us suppose that American 
exporters were given the same rights and privileges as are accorded by this bill 
to foreign exporters. Selling procedures in the export trade would immediately 
adjust themselves to take advantage of the fact that in any foreign country 
dutiable value could be established without reference to competition or to sales 
to other countries, or to cost of production. 

We have only to visualize the certain repercussions to know that a widescale 
adoption of such a system is unthinkable and impossible. 

It has, in fact, already met the test of discussion and decision in the interna- 
tional organization known as GATT which this Congress is being called upon to 
approve. Article VII, which is one of the basic commercial policy provisions of 
GATT, concerns itself wholly with “valuation for customs purposes.” 

Section 2 (a) of this article states, “The value for customs purposes of im- 
ported merchandise should be based on the actual value * * * and not on arbt- 
trary or fictitious values.” 

Section 2 (b) states: “Actual value should be the price at which * * * such or 
like merchandise is sold or offered for sale, in the ordinary course of trade 
under fully competitive conditions.” [Italie added.] 

Of all countries, the United States should be the first to champion the principle 
of using for tariff purposes actual value as determined by fully competitive 
conditions. But H. R. 6040 actually repudiates it, thus leaving in the lurch both 
GATT and the American tradition. 

Under H. R. 6040, dumping would cease to exist as a separate definable feature 
of trade. It would become a normal and legally indistinguishable component of 
trade. There would be no way to give it definition in a particnlar case, and no 
effective way to provide a remedy. The criteria of “export valne” as defined in 
the law give respectability and acceptance to dumping under the guise of 
customs simplification. 

The second alternative method of value determination (United States value) 
would appear to have limited purpose in this bill. As in the case of export value 
it has been given a new definition, and has also been greatly reduced in relative 
importance by the greater ease of satisfactory determination of the first alterna- 
tive. The term “United States value” is a highly misleading term. Its purpose 
is to find the value in the country of origin, not by starting at the bottom and 
working up, but by starting at the top and working down. 

Since under this method the goods under appraisement are without export 
value, the appraiser must find his starting point in the price at which these 
goods, or like goods, have been sold or offered for sale in the United States by 
the same exporter or by another exporter in the same country. Obviously, if 
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these conditions had been present, the goods would not have reached the second 
step of appraisal with any sort of cooperation from the exporter. 

Consequently, the problem is met by permitting an additional 90 days, in which 
the same exporter, or another exporter in the same country, can make an offering 
or a Sale of identical or similar goods in the United States. Im this way a 
United States price is supplied and the procedure from there on is to compute 
the deductions which should be made from this price in order to give it an 
authentic foreign value which under this bill would be the equivalent of export 
value. The deductions, consisting of transportation cost, commissions or profit, 
and ordinary customs duties are quite specifically defined under present law, 
but defined merely as usual in the present bill. 

The method is one which runs in circles from the unknown to the conjectural 
and the end result is admittedly dubious. 

The Treasury doesn’t like this method nor does it like the third alternative 
of constructed value, or cost of production; it has outspokenly voiced its criticism 
of both methods since 1951. Its wiilingness to incorporate both in the present 
bill, which is a plan of simplification, must therefore be based on the expectation 
that neither will have substantial use. 

The definitions surrounding export value would seem to guarantee that result. 

It is obvious that “export value” in its new guise would preempt virtually the 
entire field of valuation. As “back-stoppers,’ “U. S. value” and ‘“contructed 
value” are artificial and clumsy methods not designed for extensive use. 

To delete ‘foreign value” as a method of appraisement is to remove the most 
rational and dependable method contained in the present law. Its importance 
is vastly greater than its actual use because of the safeguarding effect of its 
presence. It is the best protector of customs values which we have or can 
contrive. 

In the understanding of our trade relationships with other countries and in the 
formation of our foreign economic policy, it is of vital importance to know with 
some accuracy the dollar volume of our imports. For purposes of international 
comparison our merchandise imports are already grossly undervalued. The 
countries of Europe and all other members of GATT value their imports on a 
c. i. f. basis, port of entry, and in many instances other charges are added. 

American imports, on the other hand, are measured at foreign wholesale value 
and are not loaded with additional charges. The statistical difference which 
this practice makes is tremendous. It means that our imports each year are 
undervalued by over a billion dollars. This simple fact which everybody should 
know, but few do know, has played an important part in the gross misunderstand- 
ing of our true trade relationships. 

With the exception of goods on the free list, the duty valuations of imports 
are the only dollar measure of imports. This bill could therefore, if enacted, 
make an arbitrary dent in our dollar import volume great enough to destroy the 
continuity of historical comparison and serious enough to create confusion and 
consternation among those whose economic interests and policy interests are in 
the field of foreign trade. This statistical illusion might be mistaken for 
reality. 

This factor of distorted trade measurement, important as it is, is only one of 
the many byproducts of a bill which has not been thought through in terms of its 
economic consequences. 

While the goal of customs simplifications is being sought, we should remember 
that there are two ways of going about it. One way is to do the job more 
efficiently. The other is to do away with the job. 

This bill is an acceptance of the latter alternative. 


eo 


Tuer NATIONAL ASSOCIATION OF COTTON MANUFACTURERS, 


Boston 10, Mass., May 27, 1955. 
Hon. JERE COOPER, 


Chairman, House Ways and Mcans Commiiice, 
House Office Building, Washington, D. C. 


Dear Str: The National Association of Cotton Manufacturers, speaking for 
the New England cotton and synthetic textile industry, urges your committee to 
eliminate section 2 of H. R. 6040-H. R. 6041, the customs simplification bills. 

We believe that enactment of section 2 would have the overall effect of reduc- 


ing textile tariffs and, to all intents and purposes would repeal the antidumping 
law. 
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Dr. Claudius T. Murchison yesterday filed with your committee a statement in 
behalf of the American Cotton Manufacturers Institute giving a detailed justi- 
fication of this same position. Our association subscribes to Dr. Murchison’s 
statement in full. 

We trust that you and the members of your committee will give this statement 
earnest consideration, and we would appreciate it if you would include this 
letter in the record of your hearings in this matter. 

Sincerely yours, 
JosePH L. MILLER, Washington Representative. 





AMERICAN FELT Co., 
Glenville, Conn., May 26, 1955. 
Hon, JERE Cooper, 
Chairman, Ways and Means Committee, 
Washington, D. C. 


Dear Srr: In conjunction with the present hearings your committee is now 
giving to H. R. 6040, which is known as the Customs Simplication Act of 1955 
we would like to register with your committee our objections to passage in its 
present form. 

(1) Possibly unknowingly, in its present setup H. R. 6040 would further lower 
tariffs on pressed-felt imports into the United States With 1954 imports of 
our felts showing an increase of 246 percent by pounds we have grave con- 
cern on this subject at this time. 

(2) To install the export value as a basis for determining the valuation of 
invoiced imported merchandise, rather than to continue the present foreign 
value as described in paragraph C, section 402 of Tariff Act of 1930, would work 
a hardship on our industry. 

(3) Per item 1112 of Tariff, “Felts, not woven * * *” our product has an 
unusual tariff in that there are established twin rates of duties “specific” and 
“ad valorem” and we also have additional figure of $1.50 per pound as a valua- 
tion divider. 

(4) The duty on felt, pressed (item 1112) has a present reading of: 

(a) Not more than $1.50 per pound, 22% cents per pound plus 20 percent. 
(b) More than $1.50 per pound, 30 cents per pound plus 20 percent. 
Under 1930 act (a) reads 30 cents per pound and 35 percent and (b) reads 
40 cents per pound and 40 percent. Thus it is readily seen duty on our felts has 
already been reduced, for example: 
under $1.50 per pound, 25 percent specific and 43 percent on ad valorem 
over $1.50 per pound, 25 percent specific and 50 percent on ad valorem 

(5) To permit “export value” to supersede “foreign value” for invoicing 
whereas it would adversely influence the revenue feature of “ad valorem” duties, 
it would further affect our industry vitally on the “specific duty” angle since using 
export valuation would tend to bring felts now in the “over a 1.50 per pound” 
down to the “under a 1.50 per pound.” Thus further reducing customs revenne 
and increasing further the damaging effect we are at present experiencing in 
our felt industry. 

(6) Such a proposed change in invoiced values could be an encouragement for 
unscrupulous exporters to dump merchandise into the United States thereby by 
fixing an export price lower than foreign value and seriously disturbing prices 
on United States market. 

(7) When proposing to permit this valuation fixed on invoices by foreign 
seller to United States importer has any consideration been given to the effect 
this move would have on peril-point feature of H. R. 1 and Reciprocal Trade 
Agreement Act? By the time this feature was determined by Tariff Commission 
irreparable damage could happen to our felts on our United States market. 

(8) To fix valuation on “export value to the United States” rather than general 
“export value” to all countries could also produce inequities and create a serious 
condition on the United States market. 

(9) Finally, we feel a review of the preamble of the presently operative Tariff 
Act of 1930 would be an action worthwhile. This preamble reads: “Copy of 
Public Law No. 361”— 

(a) “To provide revenue.” 

(b) “To regulate commerce with foreign countries.” 
(c) “To encourage the industries of the United States.” 
(d) “To protect American labor.” 
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(e) “And for other purposes as approved by the President of the United 
States.” 

We sincerely trust that your committee will not be carried away by the 
apparent trend of the times, and in so doing, overlook the very important tariff 
precepts as indicated by paragraphs (a), (c), and (d) above. 

Thanking you for your earnest consideration of the foregoing, we are, 

Respectfully yours, ‘ 
H. F. RocHe, 
Chairman, Economic and Legislative Committee. 


ALBANY, N. Y. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D, C.: 


Customs simplification bill H. R. 6040 would hurt our members employed in 
papermakers felt industry by eliminating the protection of foreign-value provi- 
sion. Our jobs are already threatened as the result of substantial tariff cuts on 
papermakers felts. We urge you to amend the valuation provision to continue 
foreign value as basis for duty assessment. 

Grecory B. REILLy, 

President, Local No. 76, United Textile Workers of America, AFL. 
F. C. Huyck & Sons, 

Rensselaer, N.Y. 


UNDERWEAR INSTITUTE, 
New York, N. Y. 
Subject: H. R. 6040-41—Customs Simplification Act of 1955. 
WAYS AND MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 


GENTLEMEN: The Underwear Institute and Trade Association, representing 
approximately 85 percent of the production of knitted underwear, objects to 
certain provisions of this bill, and requests that section 2 be stricken out entirely. 

The proposed changes in the methods of determining dutiable value are drastic 
in character and would tend to impair, or remove altogether, authentic standards 
of appraisement in the application of ad valorem duties. 

The proposed changes in consequence would: 

1. Subordinate the tariff function to considerations of “easy” administration. 

2. Transfer the power of value determination to foreign exporters without the 
offset of legally dependable correctives. 

3. Establish a pattern of legalized price discriminations in international trade. 

4. Remove the factor of competition, whether national or international, from 
value determination. 

5. Establish dumping as a legalized practice by removing the means of identify- 
ing it. 

6. Distort the dollar measurements of imports, thus crippling further their 
use in trade analysis. 

Respectfully, 
Roy A. CHENEY, President. 


STATEMENT BY C. P. McF AppEN, CHAIRMAN, ON BEHALF OF THE FOOTWEAR DIvISION, 
RUBBER MANUFACTURERS ASSOCTATION, INC. 


Gentlemen, in many respects the bill now before you is similar to bills intro- 
duced to previous Congresses in recent years. The rubber footwear industry 
has opposed these measures—and we are opposed to the one now under your 
consideration. 

We favor simplification of procedures. But this bill, like its predecessors, is 
not simply a simplification bill. It also is a tariff-cutting bill. It is on this 
point we raise our objections. 

Our tariff counsel—Mr. John G. Lerch—has, or will, come before you to argue 
that this bill, in its present form would complicate, rather than simplify certain 
customs procedures, and that it would reduce tariffs by changing definitions. We 
leave the legal and technical discussions to Mr. Lerch. 

In this brief statement we wish only to give you a clear, concise example of 
the manner in which this billl—labeled a customs simplifications bill—would, 
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through the adoption of new definitions, effect a reduction in duties on imported 
competitive goods. 

The definitions involved refer to wholesale prices. Under present customs 
procedures wholesale prices are either : 

(a) The manufacturer’s price to retailers, or 
(b) The jobber’s (or wholesaler’s) price to retailers. 

The bill now before you, as we understand it, would substitute for these the 
manufacturer's price to wholesalers. Such a change would automatically result 
in a drastic reduction in the amount of duty since it would make the duty appli- 
cable to a lower valuation. 

For example: Let us assume that a manufacturer produces an item which he 
sells at wholesale to retailers at $1. Assume further that his discount to jobbers 
(or wholesalers) is 20 percent. In the table below duty at 30 percent is figured 
on the present basis and on the basis suggested in the proposed bill, with the 
difference in duty shown in the last two columns. 


Manufacturer’s| Jobber’s price |Manufacturer’s| Decrease in Percentage 
price to retailer to retailer price to jobber | duty decrease in duty 
$1. 00 $1. 00 $0. 80 |__.. — =~ 
Duty, 30 percent ____- . 30 . 30 | . 24 | $0. 06 20 


| 


Another proposed definition change which would automatically reduce the 
amount of duty assessed, hinges on the term “usual wholesale quantities.” 
Under present procedure the usual wholesale quantity is the quantity involved 
in the largest number of transactions. 

The bill you now have proposes to establish as the usual wholesale quantity 
the quantity at which the greatest aggregate amount of the goods involved are 
sold. 

Normally the greatest number of transactions are sales to small or independent 
retailers, while the category in which the largest aggregate volume is involved 
would be chains and mail-order houses, or, possibly, jobbers (or wholesalers). 
In some industries, chains and mail-order houses account for between 40 and 
60 percent of the volume of business, although they may involve as low as 5 
percent of the transactions; whereas, small retailers, taking an equal or some- 
what less share of the aggregate volume, may represent upward of 90 percent 
of the number of transactions. 

If the change proposed in the bill now under consideration is ordered, tariff 
duties in many cases will be assessed in the large-volume, few-transactions 
category, instead of the retail sales group which carries the big share of the 
transactions. 

Since volume buyers purchase at varying discounts, it follows that this change 
will result in a cut in duties. It is obvious that sales to the small or inde- 
pendent retailers—the small-business interests who make by far the greatest 
number of purchases—are more properly and logically classified as the “usual 
wholesale quantities.” 

The ratio of the duty cut resulting as a byproduct of the adoption of this 
definition change would be relatively the same as the cut resulting from the 
suggested change in the definition of wholesale selling price. 

These proposed changes in no way simplify procedures. They do not stop 
any questionable practices. The business practices involved are common to all 
industries and are universally accepted as legitimate and logical. 

The changes do only one thing—they bring a tariff-duty cut through the back 
door. 

Members of the Rubber Footwear Division ; the Rubber Manufacturers 
Association, Ine.: Bata Shoe Co., Inec., Beleamp, Md.; Bristol 
Manufacturing Co., Bristol, R. I.; Cambridge Rubber Co., 
Cambridge, Mass.; Converse Rubber Co., Malden, Mass.: Endi- 
cott Johnson Corp., Johnston City, N. Y.: Goodyear Footwear 
Corp., Providence, R. I.; Goodyear Rubber Co., Middletown, 
Conn.; Hood Rubber Co., Watertown, Mass. (Div. B. F. Good 
rick Co.): La Crosse Rubber Mills Co., La Crosse, Wis.; Mish- 
awaka Rubber and Woolen Mfg. Co., Mishawaka, Ind.: Servus 
Rubber Co., Rock Island, Il. ; Tinglev Rubber Co., Rahway, N. J.: 
Tver Rubber Co., Andover, Mass.: U. S. Rubber Co., New York, 
i x. 
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BRANDYWINE MusHroom Corp., 
West Chester, Pa., May 25, 1955. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committee, House of Representatives, 
Washington, D. C. 


Dear Sir: I write in connection with H. R. 6040 and H. R. 6041 and wish to 
express our vigorous opposition to the proposed change from “foreign value” to 
“export value” as it is now being considered in the customs simplification bill. 

Very truly yours, 


J. B. Park, President. 


CULTIVATED MUSHROOM INSTITUTE OF AMERICA, INC., 
Kennet Squure, Pa., May 26, 1955. 
Rte Customs Simplification bills, H. R. 6040-6041. 


Hon. JERE Cooper, 


Chairman, Ways and Means Committee, House of Representatives, 
Washington, D. C. 


Dear Mr. CHAIRMAN: We are not requesting personal appearance before the 
Committee on Ways and Means; however, we wish to file a protest against the 
substitution of “export value” for the present basis of customs valuation, which 
is “foreign value.” 

The domestic mushroom industry is severely suffering from the importation of 
canned mushrooms at destructively low prices. This has thrown the domestic 
industry into a chaotic condition and, since it is not probable that any relief can 
be expected in the pending extension of the Trade Agreements Act, we certainly 
do not want to be subject to the added disadvantage of having “export value” sub- 
stituted for “foreign value.” 

We hope your committee will give proper consideration to our request. 

Yours very truly, 
J. B. Parx, President. 
Water W. MAULE, 
Secretary. 


CARL ULLMANN & Co., 
Jersey City, N. J.. May 24, 1955. 


CHAIRMAN, HouSE WAYS AND MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 


Sir: Referring to changes proposed in valuing imports may I suggest that 
instead of the present straight duty on hops of 24 cents per pound below 50 
cents per pound value and 12 cents per pound value above 50 cents you institute 
a duty below the 50-cent value that will take out of the tariff an injustice. 
Hops valued at 50 cents and above are bringing a duty of 12 cents or 62 cents 
per pound while hops valued at 49% cents per pound brings a duty of 24 cents 
or a cost of 73% cents per pound. I suggest a duty increasing by 1 cent per 
pound from 49 cents down till it reaches the duty of 24 cents, when it shall stay 
at this level. 

Not that I consider a duty of this amount fair. The cost abroad was fixed 
a short time ago by the German Government at about 76 to 78 cents per pound 
while our cost to raise hops here is roughly 30 to 32 cents per pound, certainly 
not more. 

Also, it should be changed to read that the cost of hops on arrival in United 
States ports should be the guiding one instead of the goods abroad. 

Respectfully submitted. 

LoTHAR ULLMANN. 


MonSANTO CHEMICAL CO., 
St. Louis Mo., May 23, 1955. 
The CHAIRMAN, COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington 25, D. C. 


Dear Str: This memorandum is submitted for inclusion in the record of 
proceedings pursuant to announcement to the public on May 5, 1955, of public 
hearings on H. R. 6040 to be held by your committee beginning May 23, 1955, 
and is in lieu of an appearance at these hearings. 
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Monsanto Chemical Co. is sympathetic with the President's desires for a 
simplification of United States customs regulations, and the attempt to imple- 
ment these desires which is represented by H. R. 6040. 

However, our company strongly opposes the enactment of those provisions 
of H. R. 6040 having to do with the valuation of imported merchandise for the 
purpose of assessing duties. These provisions do not simplify the existing 
valuation procedures to any significant degree, if at all. Their primary effect 
would be to bring about reductions in valuation and corresponding reductions 
in assessed duties. 

Section 2 (e) of H. R. 6040 anticipates this effect by stipulating, in any ex- 
ecutive action on tariffs, a “full consideration to any reduction in the level of 
tariff protection which has resulted or is likely to result from * * * this Act.” 
We submit the President has not requested reductions in assessed valuation of 
import merchandise to result from custom simplification, and that H. R. 6040 
exceeds its proper purpose by incorporating changes in valuation procedure 
which would result in such reductions. 

The valuation provisions of this bill would bring about an estimated reduc- 
tion of 8 to 16 percent in the appraised value of half of our country’s organic 
chemical imports. The total effect on all organic chemical imports other than 
those dutiable in paragraphs 27 and 28 would be an estimated reduction of 4 
to 10 percent in appraised value. 

The lower duties which would follow these reduced valuations would put 
downward pressures on the price schedules of more than 50 products and product 
categories manufactured and sold by Monsanto here in competition with foreign 
producers. Tariffs on practically all of these chemicals have been reduced 50 
percent or more under the Trade Agreements Act, and H. R. 1 currently provides 
for further substantial reductions in their tariffs. 

A caveat calling for a “full consideration” of H. R. 6040's tariff reductions in 
subsequent executive action on tariffs does not adequately cover the bill’s trans- 
gression of purpose. Rather, H. R. 6040 should restrict itself to those changes 
in valuation procedure which would eliminate customs delays but which would 
not lead to lower assessed values than those obtained under present methods of 
valuation. 

Foreign value should be retained as a basis for value appraisal. By abandon- 
ing it in favor of export value alone, H. R. 6040 would permit the use of invoice 
value as the basis for import valuation. It is true that this might simplify and 
speedup customs procedure—by simply permitting the exporter to the United 
States to specify value by invoice. Obviously, invoice value could be manipu- 
lated by foreign exporters to result in lower duties on their merchandise. 

Even without such manipulation, however, invoice value cannot be construed 
to be a fair commercial value on imported merchandise. It too frequently can 
reflect the exporter’s strong desire for very negotiable dollar credits, or his 
willingness to undersell for purposes of strategically dispiacing a like kind and 
quantity of domestic goods in the American market. 

If the export value were to be computed as provided for in H. R. 6040 rather 
than being based on invoice value, it still would fail to reflect a true commercial 
value for imported merchandise. The fact that export value is influenced by the 
competitive conditions in world markets is borne out by a study of organic 
chemical imports compiled in 1954 by the Foreign Trade Division of the Bureau 
of the Census. In this study, based on a Treasury Department sampling of 
organic chemical imports during 1952, a comparison was made between the 
appraised foreign value of 31 organic chemical imports and their export value 
as it would be computed under provisions such as those of H. R. 6040. It showed 
that foreign value exceeded export value by an average 12.1 percent. Based on 
this study, the elimination of foreign value alone would have the effect of reduc- 
ing tariffs 12.1 percent on more than half of the United States organic chemical 
imports. 

The abandonment of foreign value as a basis for customs valuation would 
lead to an automatic and substantial increase in dumping by foreign producers. 
The Antidumping Act provides a special dumping duty “* * * if the purchase 
price or the exporter’s sales price is less than the foreign market value (or in 
the absence of such value, than the cost of production).” 

The question then is whether H. R. 6040 has the effect of nullifying this anti- 
dumping law. If so, this fact is not stated in the wording of the bill. Such 
nullification would take H. R. 6040 far beyond its proper scope as an instrument 
for customs simplification. If H. R. 6040 does not nullify the foreign market 
value provisions of the Antidumping Act, then each future instance of valua- 
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tion based on an export value lower than foreign value could become a case for 
antidumping action under that act. Far from simplifying customs procedures, 
this fact would complicate them extremely. 

Still further hidden tariff reductions would result from the changed definition 
of “usual wholesale quantities” embodied in H. R. 6040. By defining this as 
the quantity in which the greatest aggregate volume of the merchandise is 
sold, but the bill would base valuation on prices lower, because of quantity dis- 
count, than that price at which the usual transactions in such merchandise take 
place. Thus, in the determination of either export value or United States 
value, this provision could operate to bring the appraised value on a particular 
consignment lower than its actual invoice value. We have pointed out earlier 
that invoice value frequently is lower than export value which, in turn, is 
consistently lower than foreign value as appraised under existing law. 

It is significant to note here that the proposed new definition of ‘usual 
wholesale quantities” in H. R. 6040 conforms carefully to article VII, 2 (b) 
of the General Agreements on Tariffs and Trade (GATT) which provides that: 
“To the extent to which the price of such or like merchandise is voverned by 
the quantity in a particular transaction, the price to be considered should 
uniformly be related to either (i) comparable quantities, or (ii) quantities 
not less favorable to importers than those in which the greater volume of the 
merchandise is sold in the trade between the countries of exportation and 
importation. 

This, therefore, appears to be an attempt to alter the body of existing law 
to conform to an international executive agreement that lacks the approval 
of Congress or the status of treaty. We participate in GATT only to the 
extent that its provisions do not contravene our existing law. It is a dangerous 
course of action to amend existing law to make it conform to such a provisional 
agreement. 

A vagueness of terms which exists in H. R. 6040's provisions for arriving at 
United States value and constructed value would serve to complicate rather than 
simplify customs procedure, and also would operate to permit a too hasty 
or haphazard arrival at ‘usual’ commissions, profit and general expenses or 
“usually reflected” general expenses and profits. 

In summary, Monsanto Chemical Co. urves that section 2 of H. R. 6040 be 
amended to retain the following provisions of the present law : 

(a) Foreign value as a basis for assessed valuation ; 

(6) The definit’on of “usual wholesale quantities” ; 

(c) The proc dure for determining United States value, and 
(d) The procedure for arriving at cost of production. 

In this way, H. R. 6040 will have effected important simplifications in customs 
procedure in line with the President’s desires. At the same time, it will have 
remained within its proper purpose of customs simplification without having sub- 
jected domestic industry, and especially the organic chemical industry, to 
damaging price pressure from imports through hidden but effective tariff 
reductions. 

Sincerely yours, 
EDWIN J. PUTZELL, Jr., 
Secretary. 


THE AMERICAN TARIFF LEAGUE, INC., 
New York, N. Y., May 26, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, House of Representatives, 
House Office Building, Washington, D. C. 


My DEAR CHAIRMAN Cooper: Legislation designed to simplify customs proce- 
dures has occupied Congress since 1950. On each successive bill the American 
Tariff League reiterated its position favoring those provisions truly simnulifying, 
and opposing those that sought, in the name of customs simplification, to accom- 
plish such other purposes as implementing the General Agreement on Tariffs and 
Trade or reducing the effective level of United States tariffs by indirection. 

Most of the early provisions which were true simplification of customs proce- 
dures have become law. Most of those which had ulterior purposes were elimi- 
nated. 

The present bill, H. R. 6040, contains two proposals eliminated from earlier 
bills: (1) Changes in the bases of customs valuation and (2) changes in the 
method of converting foreign currencies for customs purposes. A third feature 
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of the bill is a cleanup of obsolete tariff laws, to which proposal, of course, we 
have no objection. 

The conversion of currency section (sec. 3) of the pending bill no longer 
contains certain objectionable features of earlier versions. If this section be- 
came law there would still be currency conversion problems, chiefly relating to 
multiple rates, that would have to be solved before true simplification could be 
achieved in this particular field. However, the league recognizes the difficulties 
of their solution under today’s conditions, and so takes no position on this 
feature of the bill. 

The league is confining its views to an overall appraisal of the valuation 
provisions. While these are changed from earlier versions, they still contain 
objectionable features and definitions which will have been brought to the atten- 
tion of your committee by expert witnesses familiar with the day-to-day conduct 
of customs administration. 

As to the overall effect of this section (sec. 2), the league believes that any 
changes in tariff should be made forthrightly, on a selective basis, with full 
opportunity for interested parties to express their views on the individual changes 
proposed. In our view, the valuation provisions of the pending bill will result 
in certain reduction of the effective levels of an unknown number of ad valorem 
and compound duties, subject to none of the safeguarding provisions which Con- 
gress has written in the Tariff Act of 1930 and other tariff laws, simply by the 
operation of a collateral law. 

This kind of approach appears to run counter to President Eisenhower's 
publicly stated views that “reduction in tariffs * * * must be gradual, selec- 
tive, and reciprocal” and made in a way to avoid injuring industry or creating 
unemployment. 

In his testimony before your committee, Assistant Secretary of the Treasury 
Rose declared that the bill would result in a “lowering of tariff protection,” 
although it “would be small and would average for all groups of ad valorem 
imports about one-half of 1 percent of the duty-paid cost of all such imports.” 
He based this estimate on the Treasury’s sampling of imports, applying the 
proposed valuation provisions. 

We have no way of appraising the validity of that study, particularly as to 
individual items, since even the summary of subgroups covers wide categories 
of products. Even though the total effect on the level of tariff protection may 
prove small, the proposal to reduce effective levels of individual rates by indi- 
rection, in the absence of safeguards for American producers and with no sav- 
ing clause that any rates so reduced in effectiveness will be adjusted to com- 
pensate for the change, violates the principle that tariff adjustments should 
be made forthrightly, deliberately, and selectively. 

The admonition to the United States Tariff Commission in section 2 (e) of 
the bill, to consider “any reduction in the level of tariff protection” resulting 
from the enactment of the bill, is an insufficient safeguard. Its application 
would be confined to peril-point and escape-clause actions, rather than to the 
whole body of rates likely to be affected. Its presence in the bill is an admis- 
sion that its enactment would result in a change in the effective levels of an 
unknown number of rates. 

Congress has already spent 5 months on H. R. 1, a bill to extend and expand 
the President’s authority to enter into foreign trade agreements. From the 
evidence of scores of witnesses it is obvious that we have entered into the sensi- 
tive area of duty cuts where injury due to such reductions is even more likely 
to occur than heretofore. Therefore, apprehension of American workers, pro- 
ducers, and investors, was great, even though the maximum permissible reduc- 
tion on the great bulk of duties would be 15 percent under H. R. 1, and would 
be on a selective basis, with peril-point determinations, public hearings, and 
subject to escape-clause appeals. 

The pending bill has none of these safeguards except, possibly, for the rela- 
tively few items likely to be subject to trade agreement negotiations. We say 
“possibly” because peril-point and escape-clause recommendations of the Tariff 
Commission can be disregarded at the discretion of the President. 

Hence, the administration of the valuation provisions of the pending bill, if 
enacted, might result in a more effective reduction of ad valorem and compound 
duty rates than the administration of H. R. 1, if enacted. Furthermore, there 
is a real doubt as to whether our antidumping and countervailing duty laws 
could be made to operate as effectively as under present law if H. R. 6040 were 
enacted. 

The pending bill would eliminate foreign value as a basis of valuation for 
customs purposes, and hence it would no longer be necessary for an appraiser 
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to determine foreign and export values for an ad valorem import, where ascer- 
tainable, and to note the difference between them. From this difference be- 
tween the two, the appraiser may suspect that dumping exists and so may start 
proceedings leading to a finding of Gumping and the imposition of an offsetting 
antidumping duty. 

It is true that our Antidumping Act of 1921 as amended, which provides for 
such action by the appraiser, would remain unchanged. However, the adminis- 
tration of that act depends principally upon the information obtained by the 
appraiser through the workings of the valuation provisions that the pending 
bill would change. f the appraiser no longer had information on foreign value 
as a matter of course, he might miss many instances of dumping. 

That is why the league, since the first customs simplification bill in 1950, has 
agreed conditionally to the elimination of foreign value provided that safe- 
cuards are introduced that assure the effective administration of our Anti- 
dumping Act. 

Assistant Secretary Rose has told your committee that customs invoices in 
the future would be required to show foreign value, much as the procedure used 
by Canada and recommended earlier by the league. While undoubtedly a 
desirable step, it might not go to the root of the problem. For if by a chang 
in one law the United States eliminates foreign value as a basis of customs 
valuation, is it not estopped from claiming dumping when an import to the 
United States is priced at less than foreign value and answers the test of export 
or other value, as newly defined in the pending bill? At least, section 2 would 
open the way for prolonged litigation of a matter now thoroughly adjudicated, 
and so can hardly be said to simplify procedures. 

In the proposed “Constructed value,” there would be deducted “any internal 
tax applicable in the country of exportation * * * remitted or refunded upon 
the exportation of the article * * *.” The question here is whether such remis- 
sion of taxes amounting to a subsidy of, or bounty on, exports would no longer 
make affected imports subject to imposition of a countervailing duty. 

The above-quoted language is among the many provisions in the valuation 
section of the pending bill which have been transplanted from article 7 of GATT. 
Indeed, the whole concept of valuation in the pending bill is a reflection of the 
GATT concept of what valuation for customs purposes should be. If the pend- 
ing bill, by enactment, puts the United States in the position of implementing 
GATT and making its valuation provisions effective, then here is another instance 
of action by indirection under the guise of simplification. 

Attorneys, familiar with customs law and procedures, have testified that the 
new valuation provisions of the pending bill would take years of litigation to 
clarify and interpret. Here again customs administration would seem headed 
for complication rather than simplification. 

Assistant Secretary Rose told your committee that the backlog of unliquidated 
customs entries was being reduced by the working of earlier customs simplifica- 
tion acts. The pending bill, by stimulating litigation, might reverse this trend. 

For all these reasons the American Tariff League finds the valuation provisions 
of H. R. 6040 undesirable as drafted. 

Respectfully submitted. 

H. W. Rose, 
H. WICKLIFFE ROSE, 
President. 


New York, May 24, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear MR. CHAIRMAN: In view of my inability to appear before your committee 
during the hearings on H. R. 6040, I deeply appreciate the privilege of filing this 
letter for the record, which I understand will be printed. 

H. R. 6040 when enacted is to be cited as the Customs Simplification Act of 
1955, and it amends section 402 of the Tariff Act of 1930, which deals with the 
value of foreign merchandise imported into the United States. As an American 
citizen engaged in the importation and sale of foreign merchandise, I am inter- 
ested in the value of such merchandise and the rules for the determination of 
such value. I am also most particularly interested in what recourse may be 
available when the foreign goods are found to be defective or below the value 
of the contracted purchase price. 
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Although the Government of the United States exercises a control over the 
exportation of goods from this country and export licenses may be denied, Amer- 
ican importers are actually at the mercy of defrauding foreigners exporting 
merchandise from foreign countries to the United States. It seems to me that 
our Government should take steps to provide us some protection as we can hardly 
expect any foreign government to do it. 

In my own sad experience, I have purchased in good faith, foreign goods in 
accordance with samples displayed and paid the contracted price in advance 
in accordance with foreign regulations. Upon receipt of the merchandise in the 
United States, however, I have found that it did not conform to the quality and 
value of the samples. I could not recover my loss because the foreigner refused 
to accept the jurisdiction of our courts. Bringing suit in a foreign court in such 
circumstances would be laughable. Meanwhile, I have already paid duty in 
accordance with the value mentioned in the original invoices. 

Honest and legitimate foreign exporters recognize this inequity, and it is as 
much in their interest as in ours that the swindlers be reached and stopped 
from perpetrating their frauds upon an unlimited number of innocent citizens. 
Therefore, it seems to me it is not asking too much of our Government to provide 
us with some means of protection, particularly when the foreign exporters are 
deriving a special benefit from our reduced tariffs. 

Foreign countries are most solicitous of the welfare of their citizen exporters, 
while American exporters are subjected to numerous complex and strict restric- 
tions and controls from American and foreign countries as well each time we 
seek to ship our merchandise abroad. 

I ask no special privilege for American importers or exporters. I ask only 
ihat the foreign goods imported to the United States be subjected to the same 
treatment and to the same requirements that we must meet each time we export 
goods toa foreign country. 

A control exercised by our Government, which operates largely if not exclusively 
on our shipments to foreign countries is definitely a discrimination against Amer- 
ican exporters. Iam not thinking in terms of the tariff alone, but principally in 
terms of an overall control, and particularly of a protection against those foreign 
defrauders against whom we have no legal recourse until such time as our Govern- 
ment has provided us with an effective means for a redress of grievances and the 
fair adjudication of losses due to unfair, illegal, and fraudulent trade practices 
of an international character. 

Strange as it may seem, Mr. Chairman, our own Government takes punitive 
measures against foreign firms only if those foreign firms have done wrong 
when exporting from the United States and not if they perpetrate the same 
crime when exporting goods to the United States. Only a few days ago, May 19, 
a Washington dispatch told us that the Bureau of Foreign Commerce of the 
Commerce Department had suspended Peter Meyns & Co., a German firm of 
Hamburg, of all export privileges from the United States for transshipping 
paraffin wax and other commodities to Communist China, but no mention was 
made of suspending that same Communist-paid agent from shipping goods to the 
United States. 

Coming particularly to H. R. 6040, we all need customs simplifications, pro- 
vided these simplifications are limited to the honest merchants and protect 
said merchants whether American or foreign. That is one more reason, we hope, 
that the legislative drafting authorities will find a way to put in the bill and 
consequently in the Tariff Act an amendment not only providing a redress in 
the case of defaulted value of imported merchandise but also, most important, 
a means to stop swindlers from profiting through our proposed new Customs 
Simplifications Act. 

Respectfully yours, 
GEORGE M. CRESSATY. 


CrRowNForRD CHINA Co., INe., 
New York, N. Y., May 23, 1955. 
CLERK OF THE COMMITTEE ON WAYS AND MEANS, 
Room 1102, New House Office Building, 
Washington, D. C. 


GENTLEMEN: Listed are our comments concerning the coming discussion of 
H. R. 6040, with reference to the proposed elimination of “foreign value” on 
imports. 

To all intents and purposes, the only term of value both to importers and to 
domestic competition, is “export price.” 
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Foreign value, or home market value, in the European home market, has no 
bearing to either importers or domestic producers in the United States. 

The export price to importers is the only term which our domestic producers 
are affected by, and which bears any relation to their products and prices. In 
inost cases, the export price is finally the price arrived at by customs, in entering 
the goods, and which shows up on the retail counters in the United States. 

Bring foreign home market value into the picture, only adds to delays and con- 
fusion in assessing duties, and doesn’t help our United States producers in any 
way. 

What possible difference is it to a manufacturer of our products in Ohio or 
California, that the British or German home market price is the same or different, 
than the export price. There are adequate preventatives against dumping here, 
in the event that the export price is prearranged or a false one. 

If the quoted export price to an importer becomes the only price to be consid- 
ered, it will mean that (without harming United States producers) United States 
importers (who are also citizens and engaged in respectable Commerce) can then 
know where they stand, when they place their orders. In many cases, the same 
merchandise isn’t even sold in the foreign market, but merely because it is a 
plate or a cup, becomes a subject of discussion, securing lengthy explanations, 
etc., and possibly the subject of lengthy and expensive governmental investi- 
gations. 

I urge you to present these feelings in connection with the customs simplifica- 
tions bill, and eliminate this term “home market or foreign value” which, in 
actual fact, results in little concrete purpose. 

Very truly yours, 
PHILIP SHERMAN. 


(Thereupon, at 3:42 p. m., Tuesday, May 24, 1955, an adjournment 
was taken to meet at the call of the chairman.) 
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